



















INTERIOR DEPARTMENT APPROPRIATIONS FOR 1953 


THURSDAY, APRIL 24, 1952 






UnitTep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10 a. m., pursuant to recess, in room 
F-82, the Capitol, Hon. Carl Hayden (chairman of the subcommittee) 
presiding. | 
Present: Senators Hayden, O’Mahoney, Chavez, Cordon, Young, 
and Knowland. 


OFFICE OF TERRITORIES 
VirGIN IsLANDS Pusiic Works 


STATEMENTS OF JAMES P. DAVIS, DIRECTOR, OFFICE OF TERRI- 
TORIES, DEPARTMENT OF THE INTERIOR; HON. MORRIS F. 
de CASTRO, GOVERNOR OF THE VIRGIN ISLANDS; AND EDWARD 
EARDLEY, POWER DIVISION, DEPARTMENT OF THE INTERIOR 


PREPARED STATEMENT 






Senator Haypen. The subcommittee will come to order, please. 
Mr. Davis, I understood that you wanted to present a general 
statement for the record before we proceed with the Virgin Islands 
Corporation. 

Mr. Davis. Yes, Mr. Chairman. 

I will submit the statement for the record. 
(The statement referred to follows:) 


STATEMENT OF JAMES P, Davis, Director, Orrick OF TERRITORIES 















The budget estimate for the Office of Territories was reduced $30,470,963 from 
the Budget-approved request of $72,965,000 and an appropriation of $42,494,037 
was recommended by the House committee. 

We believe that we can live within the amounts allowed by the House com- 
mittee except as to the following items: 

1. We ask restoration of $5,297,404 for the [rust Territory of the Pacific Islands. 
This would restore the budget estimate which was carefully prepared and approved 
as the minimum amount urgently needed to carry on our responsibilities for the 
civilian administration of that area, This request will be discussed in detail by 
High Commissioner Elbert Thomas. 

2. We ask for restoration of $690,000 disallowed by the House committee for 
the acquisition and expansion of the St. Thomas municipal electric power system 
now critically inadequate. This is one of the most urgently needed steps in the 
development of the Virgin Islands. The municipal council has voted to request 
the action after finding no other practicable way of meeting power needs. This 
item will be discussed by Mr. Edward Eardley, of the Power Division, who is 
thoroughly familiar with the power situation in the Virgin Islands. 


321 


322 INTERIOR DEPARTMENT APPROPRIATIONS, 1953 


3. For urgent military as well as civilian reasons we ask restoration of $9,094,009 
for reconstruction of the Seward-Portage section of the Alaska Railroad disallowed 
by the House committee. This section, 60 miles long, was excluded from thie 
rehabilitation program, now completed for the rest of the main line under the 

lan of moving all traffic through Whittier. Military plans for Alaska now ca|| 
or exclusive military use of Whittier and also absolutely require assurance 0! 
another rail-connected port at Seward. Moreover it would be practically impossi- 
ble to move civilian tonnage by truck from Seward. Loss of this tonnage wou.d 
also completely cripple the railroad and necessitate large subsidies. This ite) 
will be discussed by representatives of the War Department, the Delegate fro: 
Alaska, Mr. Bartlett, and myself. 

4. We ask for restoration of $13,000,000 included in the budget estimate but 
disallowed by the House committee for Alaska public works. 

This program was planned and adopted by the Congress in Public Law 264, to 
meet the emergency needs for water, sewerage, schools, and other public facilitics 
in Alaska. Rapid growth of the principal centers, largely because of military 
construction, confronts them with urgent utility demands which they cannot 
meet without Federal aid. The very nature and purpose of the program makes 
the ordinary methods of financing such projects inapplicable if the projects are 
to be constructed promptly. We feel that the entire amount approved by the 
Bureau of the Budget should be made available in order to expedite in every 
possible way these urgently needed projects. Mr. Wheeler, Assistant Director 
of the Office of Territories, and Delegate Bartlett will discuss this item in detail, 

We shall of course be happy to answer any questions on any ofthese proposals, 


REVOLVING FUND RESTORATION REQUESTED 


Senator Haypgen. The subcommittee will now consider an amend- 
ment requested by the Department for the revolving fund of the 
Virgin Islands Corporation. The amendment is to be found on 
page 36, line 12, of the bill. 

The budget estimate for this item was $1,665,000, of which the 
House allowed $975,000. 

You are requesting, I understand, that that amount be restored. 

Mr. Davis. That is correct. 

Senator Haypen. The justifications will be placed in the record at 
this point. 

(The justification referred to follows:) 


REVOLVING FuND 
(Estimate, $1,665,000; act, $2,595,000) 
(House hearings, pt. 2, pp. 498-502) 
(P. 36, line 12) 


Page 36, line 12, strike out “$975,000” and insert in lieu thereof “$1,665,000,” 
the estimate, or an increase of $690,000 in the appropriation. 


HOUSE REPORT 


“The committee recommends $1,216,000 for the activities of the Virgin Islands 
Corporation, a reduction of $1,509,000 below the 1952 appropriation and $704,000 
below the estimate of $1,920,000 for 1953. 

“In making the reduction in the budget request, the committee has eliminated 
$690,000 programed in the revolving fund estimate for the acquisition, expansion, 
and rehabilitation of power facilities on St. Thomas Island. The committee was 
advised that the municipal council of St. Thomas and St. John passed a resolution 
on October 10, 1951, authorizing the Virgin Islands Corporation to request appro- 
priations from the Congress for this purpose. If the municipal couneil is willins 
to dispose of these facilities, the committee desires that further efforts be made 
to interest private capital. Under any circumstance, the committee does 10! 
intend to authorize appropriations unless the council specifically offers the power 
facilities for sale. 
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“A further reduction of $14,000 has been made in the program of grants in 
support of soil and water conservation work, the promotion and development 
of the tourist trade, and agricultural aids. The amount allowed for these purposes 
is $130,000, the same appropriation as was allowed in 1952.” 


JUSTIFICATION 


The Municipal Council of St. Thomas and St. John has enacted an ordinance 
authorizing the Governor to sell the municipal properties to the Virgin Islands 
Corporation. 

The restoration of $690,000 requested herein will provide funds to purchase 
the transmission lines owned by the municipality, to purchase and add generating 
equipment to the electric plant owned by the Navy and presently under revocable 
permit to the Interior cy gar br which in turn has issued a revocable permit 
to the St. Thomas Power Authority, an agency of the municipality, for operation, 

The St. Thomas Power Authority is unable to borrow money for the purchase 
of new equipment because it does not own, and therefore cannot pledge as security, 
the generating plant. 

The need for electric power is critical. New customers cannot be taken care of 
and if power cannot be furnished to new hotels, shops, and other tourist facilities 
that are needed in the development of the tourist trade, the economy of the 
islands has little chance of improvement. 

New generating equipment, rehabilitation of the present lines, and new exten- 
sions will permit the lowering of present rates. The investment of the Government 
can be amortized in 35 years. 


INVITATION TO VISIT VIRGIN ISLANDS 


Senator Haypen. You may proceed, Governor. 

Governor DE Castro. Thank you, Mr. Chairman. 

Mr. Chairman, before I speak on this matter. I want to express my 
disappointment over the fact that for the past 2 vears, since I have 
been Governor, you and the members of your committee have not 


come down to see us. I want to extend a special invitation to the 
members of the committee to come down and see us in the Virgin 
Islands. We think we have something to show you. 

The members of the House Appropriations Committee came last 
year, and we want to ask you to come down, too. We like to be looked 
over. We would like you to see what we have there. 

In addition to that, it is a much nicer climate than you have here. 

May I then ask you to try to come down some time and pay us a 
visit? We would like to show you the islands. 

Senator Haypen. Thank you. 


PREPARED STATEMENT 


Governor pg Castro. I have a statement which I will ask to be 
inserted in the record, and I will speak very briefly on it. 

Senator Haypren. Your entire statement may go in the record. 

(The statement referred to follows:) 


STATEMENT OF Morris F. pe Castro, GOVERNOR OF THE VIRGIN ISLANDS 


Mr. Chairman and members of the committee, I am making a very special 
appeal to von to restore to the appropriation for the Virgin Islands Corporation 
the sum of $690,000 in loan funds which was requested for the acquisition, rehabili- 
tation, and expansion of the electric light and power facilities on the Island of 
St. Thomas. Brieflv, ovr proposal is that nder its charter powers, the Virgin 
Islands Corporation be authorized to borrow this money directly from the Treasury 
to finance the power svstem on St. Thomas. 

Last vear this committee approved an annropriation of $795,000 in loan funds 
for the power facilities of the island of St: Croix which is enabling us to put our 
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ower system on that island on a sound business basis by permitting the Virgin 
slands Corporation to acquire and rehabilitate the facilities of the St. Croix Power 
Authority and to liquidate a loan from the Rural Electrification Administration, 

Members of the committee may remember that the justification for the funds 
for St. Croix was the urgent need for more and cheaper energy and for rehabilitation 
of the entire system; the fact that the Rural Electrification Administration could 
not lend funds to a Federal agency, the Virgin Islands Corporation; the need for 
consolidating the services in St. Croix under one ownership; and the unavailability 
of private or other public long-term financing at a low interest rate. Under its 
charter, the Virgin Islands Corporation is required to repay these loans within 
35 years and the interest rate is 2 percent. 

This year we applied for $690,000 for the Virgin Islands Corporation to acquire 
and rehabilitate the power facilities of St. Thomas. Obviously, the centralization 
of all the power facilities of the Virgin Islands under single ownership, the Virgin 
Islands Corporation, would provide the means for meeting, within the shortest 
possible time, the present and future electrical needs of the islands. It would 
permit savings in central purchasing and storage, especially in bulk purchases of 
fuel oil. It would simplify rate-making and accounting. It would bolster the 
economy of the islands by providing power at reasonable rates to new hotel 
facilities, industries, and other business enterprises. 

The House Appropriations Committee disapproved the request because, I 
believe, there was doubt in the minds of some of the members as to whether the 
Municipal Council of St. Thomas and St. John wished to turn over the facilities 
to the Virgin Islands Corporation. Question was raised as to whether private 
capital was available and ready to take over these power facilities from the local 
government. I hand you for the record an ordinance passed by the Municipal 
Council of St. Thomas and St. John on April 3, 1952, and approved by me on April 
4 offering to sell these facilities to the Virgin IslandsCorporation. 

Mr. Chairman, I believe I am qualified to tell you why our people are asking 
your assistance to secure this loan of funds for the Virgin Islands Corporation 
to take over our power system. From 1912 until 1946, the electric power system 
of St. Thomas was owned and operated by The West Indian Co., Ltd., a corpora- 
tion whose majority of stock is still held in Denmark. The electricity supplied 
was 220 volts direct current and the rates were abnormally high until they were 
pases under public service regulation in 1940. Even then the rates continued 

igh, and the service progressively worsened. It became mandatory for us to 
provide modern alternating current in order to attract new hotels and other 
business facilities to the islands, as well as to insure to our people the facility and 
convenience of low-cost electricity. 

Fortunately for us the Navy had built a modern but small generating plant in 
St. Thomas during the war. When the Navy deactivated its installations in the 
islands, the power plant came under our control subject to return to the Navy in 
event of a military emergency. The local government then set up a power 
authority which, with short-term local financing as well as some private loans, took 
over and converted the system from direct to alternating current. 

The power authority borrowed $214,000 from local trust funds at 4 and 6 percent 
interest rates. It also obligated itself to a private electrical contractor who did the 
conversion for a total of some $146,000, of which we still owe some $50,000. We 
have a going concern there; one which, given sufficient time and sufficient capital 
for expansion, will be able to amortize the entire investment. But we cannot do 
so without providing sufficient power at low rates to meet the expanding needs 
of a tourist and resort community. 

Our plant capacity now is 1,500 kilowatts. Our peak load now is 1,500 kilo- 
watts. We have had to ration many consumers, including the coal and bauxite 
transshipment business of the port of St. Thomas. Our new hotels are using 
considerable power. We would not have sufficient power to su ply our three 
privately owned distilleries if they were to start operations. e cannot get 
assistance from the Rural Electrification Administration because we are an urban 
community of over 1,500 population. Private financing would be expensive and 
would result in higher rates because a whole new power plant would have to be 
constructed. The one which we now use is owned by the Navy. It cannot be 
pledged as security for a loan. 

In desperation last year we borrowed $125,000 from the Virgin Islands Cor- 
poration to purchase and install a small 750-kilowatt generator. When it arrives 
and is installed—within the next 6 months—we will still be at peak because 
we have a new hospital and a new public housing project under construction, 
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and we plan to build our new high school later this year, all of which will require 
more power. 

We are asking the Virgin Islands Corporation, therefore, to take over the power 
system of St. Thomas, not as a gift from the United States, but because it can 
provide the long-term financing which is required and the additional generating 
facilities necessary to furnish power at lower rates. Our community cannot 
advance without power. If we could get help from the Rural Electrification 
Administration or the Reconstruction Finance Corporation we would not come 
here for this project. But as we cannot get such help, we are in effect asking 
you to do what has already been done for St. Croix, viz., set up the funds as a 
joan to the Virgin Islands Corporation. 

Mr. Chairman, my administration has committed itself to increasing self- 
dependence for the islands. I have just asked our legislatures in the islands to 
levy additional taxes totaling some $250,000 for the cost of our local governments. 
But we need help in putting our islands on a sound economic basis. I ask you, 
therefore, to allow us to use the Virgin Islands Corporation as a channel by 
which we can have long-term financing for our power system. If we could raise 
the money locally, I assure you I would not come to Congress for this loan. 


REHABILITATION AND EXPANSION OF POWER SYSTEM 


Governor DE Castro. I will summarize my prepared statement 
very briefly. 

We are asking that the sum of $690,000 as a loan to the Virgin 
Islands Corporation, which is a federally chartered corporation, be 
restored, so that we may proceed with our plans to rehabilitate and 
expand our power system on the Island of St. Thomas. 

Last year this committee approved a similar appropriation for power 
on the.Island of St. Croix. That is tht sister island to St. Thomas. 
That appropriation, which is now being used, is enabling that island to 
consolidate its power activities under this federally chartered 
corporation. 

Heretofore the power system of St. Croix was under the St. Croix 
Power Authority, a municipally chartered institution, under the Rural 
Electrification Administration, and under the Virgin Islands Corpora- 
tion. We cannot, of course, operate efficiently under a three-headed 
organization. 

This committee graciously gave us the funds last year, and we are 
now expanding the power system in St. Croix. 

In St. Thomas we have a power plant which is owned by the Navy. 
The Virgin Islands government does not have a power plant there. 
We have a distribution system, but the power plant, as I said, is 
entirely owned by the Navy and is completely inadequate. 

We have developed the islands for tourist purposes to the point 
where at the present time we are at a peak in the use of electrical 
energy. We are now rationing many consumers of electrical energy. 


POWER SHORTAGE 


The West Indian Co., which is the biggest commercial organization 
there, operating the docking facilities, cannot operate their coal 
cranes at certain hours of the night because of lack of power. 

We have borrowed money on short-term financing and at high 
interest rates in order to introduce modern alternating current in 
the islands. 

For quite some time we had direct current, variously referred to as 
Danish current and direct current. Now we have changed to modern 
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alternating current because of the industrial and hotel developmen: 
in the islands. 

Senator Haypen. Is there a hotel development in St. Thomas? 

Governor pr Castro. Yes, sir; a very large private hotel develop- 
ment. 

Senator Haypren. Where do they get their power? 

Governor pg Castro. They get it from us, sir. One very large 
hotel was completed there last year entirely from private funds at 
a cost of about $3 million. Two other hotels were put in 
operation there. 

We have sufficient power to sell them at the present. 

There is another group seeking to build another hotel there. Our 
liquor distilleries, which are not now in operation because there is 
no demand for rum, could not. have power now if they wanted to go 
back into operation. 

We have limited power now, although at high rates, but we do not 
have enough power for necessary expansion. We are trying to bring 
new industries into the islands, small industries, to develop the 
economy of the islands. 

I may add this, gentlemen: that since I took office about 2 years 
ago I have been proceeding on the basis that our people must develop 
our own economy and that we must reduce our dependence on the 
United States. I have made that statement consistently, and I am 
trying to hew to the line on it. 

I am asking our legislature fo raise more taxes so that we can increase 
our own self-dependence. That is the only way we can continue to 
be a self-respecting community. 


POWER RATES 


Senator KNowLanp. What is your power rate there? 

Governor pE Casrro. I am going to ask Mr. Eardley of the Divi- 
sion of Power to answer technical questions for me. He has the facts. 

Mr. Earpuey. Senator, 100 kilowatt hours for residential consump- 
tion costs about $8, which is more than twice as much as in the United 
States. This is a Diesel-generating system, and, as the Governor 
said, they are attempting to operate a system that is inadequate and 
at the same time make the system pay for itself over a short period of 
years. 
* Some of their loans are only 5-year loans. 

Senator KNowLanp. What are your commercial rates for volume? 

Mr. Earputrey. The commercial rates would be about double what 
they are in the United States. Recently we have been able to lower 
the commercial rates by about $1,000 a month. The demand charge 
was reduced from $2.50 to $2 per kilowatt of demand, plus that the 
first block was at 4 cents per kilowatt-hour. 

It got down to about 1% cents per kilowatt-hour, which is about the 
break-even point on Diesel generation. 

The result of that is that the large hotel there pays a power bill of 
about $3,000 a month. 

LOANS 


Senator Knowtanp. On the short-term borrowing that you have 
done, what kind of interest rate are you paying? 
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Mr. Earpuey. On the short-term borrowing, all of it, the interest 
rate has been 6 percent. On one of the private loans the agreement 
was such that it did not carry on its face the exact interest rate. The 
costs of construction were extremely high under that, but it was the 
only source available to them, that is from a private contractor. 

It would be our plan here to operate the same as if it were an REA 
cooperative. 

However, the funds could not be borrowed from the REA because 
of the limitation that the Virgin Islands Corporation cannot borrow 
from the REA, nor can the REA loan money to the Virgin Islands 
Corporation. 

Senator Haypen. There was another loan made to the islands, and 
I understand that has now been repaid. 

Mr. Earpuey. That has now been repaid. The difficulty there was 
that they could not loan any more money to the Virgin Islands Corpo- 
ration since the change in its charter, since the section of the island 
that they wanted to electrify was a city having a population of over 
1,500. 

The problem is that there are in the outside area about 300 con- 
sumers who can be served under a REA loan. It would not be 
economical to do it, but we could feasibly borrow money for a separate 
organization. We would then have two organizations on the islands, 
which would be uneconomical. 

Senator Haypen. It would be exactly what you had over in St. 
Croix. 

HOUSE COMMITTEE CUT 


Now, as I understand it, the action taken by this committee last 


year completely solved your problem on St. Croix. 
In their report, the House committee states: 


In making the reduction in the budget request, the committee has eliminated 
$690,000 programed in the revolving fund estimate for the acquisition, expansion 
and rehabilitation of power facilities on St. Thomas Island. The committee was 
advised that the municipal council of St. Thomas and St. John— 

What is St. John? 

Governor pgE Castro. St. John is a small island which is a part of 
the Municipality of St. Thomas and St. John. 

Senator Haypen. To continue reading from the report— 
passed a resolution on October 10, 1951, authorizing the Virgin Islands Corporation 
to request appropriations from the Congress for this purpose. If the municipal 
council is willing to dispose of these facilities, the committee desires that further 
efforts be made to interest private capital. Under any circumstance, the com- 


mittee does not intend to authorize appropriations unless the council ‘specifically 
offers the power facilities for sale. 


TRANSFER OF POWER FACILITIES TO CORPORATION 


Governor pE Castro. Before we left the islands, I called a session 
of the local municipal council and they agreed on and passed an 
ordinance authorizing the Governor to transfer these facilities to the 
Virgin Islands Corporation. 

I will introduce into the record a copy of the ordinance passed by 
the legislature. 

That is a definite statement of policy and is, in fact, a law of the 
islands now. 
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(The material referred to follows:) 


Birt No, 122—Tue Ereuta Mounicrpat Councit or St. THOMAS AND St. Joun, 
1951-52 
ORDINANCE to Authorize the Governor to Sell to the Virgin Islands Corporation all Properties and 


Power Facilities owned by the Municipality of St. Thomas and St. John and Operated by the St. Thomas 
Power Authority, and for other Purposes 


Whereas, In Resolution passed October 10, 1951, the Municipal Council ap- 
proved the plan of the Virgin Islands Corporation to apply for federal funds with 
which to acquire, rehabilitate, and expand the facilities for generating and dis- 
tributing electrical energy in the Island of St. Thomas; and, 

Whereas, The House Appropriations Committee has disallowed a request for 
$690,000 for acquisition, rehabilitation, and expansion of the said power facilities, 
with the statement that the Committee desires the specific offer of the Municipal 
Council of St. Thomas and St. John for the sale of the said power facilities; and, 

Whereas, The people of the Municipality of St. Thomas and St. John have, by 
referendum in 1950, expressed their desire for public ownership of the light and 
power facilities of the said islands; and, 

Whereas, A serious emergency exists for additional electrical energv in the 
island of St. Thomas to meet the growing needs of expanded business and tourist 
facilities to bolster the economy of the island; and, 

Whereas, This emergency cannot be met by public or private sources within the 
Virgin Islands, other than by the Virgin Islands Corporation, in sufficient time to 
prevent a collapse of the economic structure of the island of St. Thomas through 
lack ot adequate power facilities: 

Be it enacted by the Municipal Council of St. Thomas and St. John in session 
assembled: 

Section 1. The Governor of the Virgin Islands, subject to the advice and consent 
of the Municipal Council of St. Thomas and St. John, is hereby authorized, for 
and on behalf of the Municipality of St. Thomas and St. John, to sell to the Virgin 
Islands Corporation all property and power facilities owned by the Municipality 
of St. Thomas and St. John and operated by the St. Thomas Power Authority: 
Provided, That the Virgin Islands Corporation shall agree to own and operate 
adequate power facilities on the Island of St. Thomas; and Provided, further, That 
the consumers of electrical energy on the Island of St. Thomas shall not be placed 
in any less favorable position than they presently enjoy. 

Thus passed by the Municipal Council of St. Thomas and St. John on April 3, 
1952. 

Witness our Hands and the Seal of the Municipal Council of St. Thomas and 
St. John this 3rd Day of April, a. p., 1952. 

Earte B. Orriey, 
Secretary. 

Omar Brown, 
Chairman. 

The above Ordinance is hereby sanctioned and approved. 

Witness my hand and the Seal of the Government of the Virgin Islands of the 
United States at Charlotte Amalie, St. Thomas, V. I., this 4th day of April, 
A. D., 1952. 

[SEAL] Morris F. pe Castro, Governor, 


PRIVATE INVESTMENT CONSIDERATIONS 


Governor pr Castro. I might add something in connection with 
the House committee’s report. There is a statement there that the 
House committee was informed that private capital is interested. 

I believe that someone told a member of the House committee that 
private capital would be available. 

The fact is, sir, that to have private capital take over the power 
plant in the islands now would mean the construction of an entirely 
new power plant. The present inadequate power plant is owned by 
the Navy, and it is on loan to the Virgin Islands government while the 
base is deactivated. 
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We would have to turn that power plant back to the Navy in case of 
a military emergency. It seems quite certain that the Navy would 
not sell that power plant or turn it over to any private agency. 

Therefore, a private corporation would have to invest money to 
buy a new power plant, a sum estimated as in the neighborhood of 
$1 million. Our rates would then skyrocket. 

The further fact is that then we would have private operation in 
St. Thomas and public operation on St. Croix, and that condition 
could not be economical. 

What we are trying to do since we already have public operation 
under the Virgin Islands Corporation on St. Croix is to consolidate 
the entire power of the islands under this federally chartered cor- 
poration. 

I know of no one who is now ready and willing to go into the power 
situation as it is now. While someone might be willing to spend 
$1 million, or $1 million, our rates would then skyrocket in order to 
make a profit out of them. 

We are earnestly and under great pressure trying to develop the 
islands. We can only develop our economy if we have assistance with 
respect to power and water. We believe that we shall have solutions 
to the water problem in the islands. We do not have the power 
problem under control on St. Thomas. 

To elaborate on what Mr. Eardley said, the private corporation 
spent $3 million to build the large hotel on the island. They are 
paying a power bill of $30,000 a year to our power authority all 
because the total consumption is too small and we cannot expand into 
these various areas, all of these country areas, where we could sell 
power. 

Those people residing in the country areas [pointing to map] are 
without any power of any kind except in the small city and in the 
urban areas around the city. 


POWER PROGRAM ENDORSED BY DIRECTORS 


Senator O’Manoney. Governor, has this program been endorsed by 
the directors of the Corporation? 

Governor pE Castro. Yes, sir. 

Senator O’Maunonry. Is Ward Canaday still a member of that? 

Governor pe Castro. Yes, sir. In fact, the entire membership 
went on record as being in favor of this in their October meeting in 
Washington. 

Senator O’Manoney. I thought it might be well to note for the 
record that Mr. Canaday is a very well known industrialist and a 
manufacturer of automobiles in the United States. He is chairman 
of the board of Willys-Overland. 

Governor pg Castro. Mr. Canaday is working very closely with us 
in the islands. He has some beautiful property on St. Croix, and he 
has acknowledged—and as you say he is an industrialist—that this is 
the only solution to the power problem of the islands at the present 
time. 

Senator O’Manonny. He appeared before the Interior Legislative 
Committee when this Corporation was being formed and was heartily 
in favor of it as the most efficient method of building up the power 
facilities of the islands. 
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Senator Haypgen. I would like to ask Senator O’Mahoney whether 
this matter has been brought to his attention as chairman of the 
committee having legislative jurisdiction; that is, whether the munici- 
pal council is willing to dispose of these facilities. 

Now, you say that they are on record to that effect? 

Governor pE Castro. That is correct, sir. 

Senator Haypen. Apparently when the House held their hearings 
there was some doubt about that. 

Governor pk Castro. That is true, sir. 

A member of the council came to Washington and went to some 
members of the committee, not in a hearing, and this member of the 
council told a member of the House Appropriations Committee that 
private industry is ready and willing to take it over. 

The council later on repudiated the action of its one member who, 
incidentally, is not a member of the council now, but was at that time, 
and passed an ordinance authorizing the governor to sell to the Virgin 
Islands Corporation all of the property and power facilities owned by 
the municipality of St. Thomas and St. John and operated by the 
municipality. 

Senator Haypen. That, then, is in reply to this final sentence 
which I read and which states: 


Under any circumstance, the committee does not intend to authorize appro- 
priations unless the council specifically offers the power facilities for sale. 


Governor pr Castro. I believe it is, sir. I believe it is a direct 
answer to that, sir. 
Senator O’Manonry. Do you have a copy of that ordinance? 
Governor pE Castro. Yes, sir; I introduced a copy of it in the 
record. (See p. 328.) 
NAVY POWER PLANT 


Mr. Earpuey. [ would like to point out an additional fact. The 
generating capacity of this Navy plant is now 1,800 kilowatts, but it 
can only operate at about 1,450 kilowatts due to limitations of the 
cooling capacity in the plant. We cannot shut down any of the 
units long enough to expand that cooling capacity in order to gain 
that 300 kilowatts because we cannot be without the units for any 
length of time. 


INCREASE IN POWER REQUIREMENTS 


Besides the normal load growth in the islands, which would increase 
at the rate of 10 or 15 percent per year, and the tremendous load 
growth which would come by connecting up the unserved consumers 
in the islands, there is under construction and programmed under the 
public works program for which appropriations have been made, 
1,050 kilowatts of new load on the islands. 

There are about 200 kilowatts of new load in a housing development 
which is being built down there now. 

Included in the 1,050 kilowatt figure I gave you is the new hospital 
under construction down there now which amounts to 350 kilowatts. 
All of that will be without electricity unless something is done to 
expand the generating system. 

Senator Haypen. The method of generating would still be Diesel 
power? 
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Mr. Earpuey. That is right. 

Senator Haypren. That is the only source? 

Mr. Earpiey. We will expand the existing Diesel plant of the 
Navy. 

Samutes Haypen. And then if the Navy wants it at any time, you 
will have the capacity to take care of them and of your customers? 

Mr. Earpuey. That is right. 

Governor pe Castro. We would be able to buy their surplus. 

Mr. Earpuiey. That is correct. 


-REVOLVING FUND REQUIREMENTS 


Senator HaypEN. How much money do you require this year? 

Governor DE Castro. $690,000 this year. 

Senator Haypen. Will that do it? 

Mr. Earpuiey. That money will enable us to retire the outstanding 
indebtedness of the St. Thomas Power Authority and to install one 
1,000-kilowatt unit and give us about $50,000 to increase the back- 
bone capacity of the distribution system. 

Senator Haypen. Is that all that is necessary to be done now, or 
will you be here again next year for more? 

Mr. Earpury. We had a program which involved about $1,100,000, 
and the Bureau of the Budget asked us to make that into a 2-year 
program. 

So next year we would be asking for the loan of additional funds. 


REPAYMENT OF LOAN 


Senator Haypren. You callitaloan. When will the loan be repaid? 
Mr. Earpuiey. The loan will be repaid the same as if it were an 
REA loan, that is, over a 35-year period with 2 percent interest. 


UNIFORM POWER POLICY 


The power facilities on the island of St. Thomas would be operated 
exactly as if they were a separate REA project. 

The power facilities on the island of St. Croix would be operated 
the same as if they were a separate REA project. 

Senator Haypren. And that was the solution that the committee 
arrived at last year with respect to St. Croix? 

Governor pe Castro. That is right. 

Senator Haypen. What you are asking, then, is that the same 
policy be followed with respect to St. Thomas? 

Governor pe Castro. Yes, Mr. Chairman, and to make it a 
uniform policy for the islands. 

Senator Haypen. Then you would have one big power authority 
for the islands? 

Governor pk Castro. O1e management for the power facilities for 
the Virgin Islands, which is the only economical method of operation. 

I might say that the power authority now is not a white elephant. 
[t is a going concern. It can make a profit and will be able to repay 
this loan. 
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LONG-TERM FINANCING OF POWER PROGRAM 





The Virgin Islands Corporation must repay this loan in 35 years. 
It is not a gift. We are not asking for a gift. 

What we are actually asking for is that we be allowed to use the 
Virgin Islands Corporation as a channel for long-term financing of 
our power plant and appurtenant facilities. 

Senator Haypen. And you are asking for that’ financing, as I 
understand it, on exactly the same basis as a rural electrification 
organization in the United States? 

Governor pe Castro. That is correct, sir, because we cannot get 
the REA assistance, being an urban community of over 1,500 popula- 
tion. 

Senator Haypen. And the terms of the loan and the interest rate 
and the terms of repayment are to be identical with the REA loans 
made by our Government in the United States? 

Mr. Earpuey. I would say that the Secretary of the Interior 
would have the same rights and the same obligations that the Admin- 
istrator of the Rural Electrification Administration has under a 
similar amount of money and a similar loan. 

Senator Younc. Did we not have an amendment last year to that 
effect? 

Senator Haypen. We did. 

You see, there are two islands, St. Croix and St. Thomas. They 
say that the situation on St. Croix has been completely met but that 
the situation on St. Thomas remains to be solved. They want the 
solution to be along exactly the same lines. 

Governor pg Castro. Yes, sir. I think we were in almost the same 
position exactly a year ago as far as the island of St. Croix is concerned. 

The House committee had deleted the money for St. Croix. This 
committee restored it. 

This year we are asking that that program be extended to the island 
of St. Thomas. 

We have two main islands, St. Thomas and St. Croix. They are 
separated by 30 miles of water, and we cannot have one power plant. 

Senator Youna. The requests for increases on the Senate side are 
not doing so well this year. 


AGRICULTURAL EXPERIMENT STATION 


Senator Haypen. To conclude your power statement, I want to 
inquire about this agricultural experiment station, Governor. 

Governor pg Castro. May I make a brief statement on that, sir? 

Senator Haypen. Yes. 

Governor pg Castro. We have had a small experimental station 
with emphasis mostly on extension work in the Virgin Islands all 
during the time that I have lived there, which is all of my life. I 
have been in the Government for 33 years in the Virgin Islands, and 
during that period the Danes who owned the islands until 1917, and 
the Americans, who have owned the islands from 1917 until the pres- 
ent time, have operated an experiment station in St. Croix for the 
demonstration and development of good agricultural methods. 

St. Croix is an agricultural community. 
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Senator Haypen. My recollection is that last year you decided to 
transfer the agricultural station from the Department of the Interior 
to the Department of Agriculture. 

jovernor DE Castro. That is right. We asked for the bill, and 
the bill was approved and passed last October. It was Public Law 
228. ° 

Senator Haypen. That came through your committee, Senator 
O'Mahoney. 

Senator O’Manonry. Yes. 

Governor p& Castro. That law authorized the transfer of the 
station from the Department of the Interior to the Department of 
Agriculture. We felt that the Department of Agriculture had better 
technical personnel and improved methods and further that they 
could apply personnel from other jurisdictions, such as marketing 
specialists and others, to help our agriculture. 

The Department of Agriculture, therefore, went in to get this appro- 
priation this year. 

The Department of the Interior could not do so because there was 
an enabling act to make the transfer. 

The House Appropriations Committee deleted the entire appropria- 
tion which, if it remains that way, will put the Virgin Islands back 
35 years. For 35 years we have operated an agricultural service. 
The way it stands now, unless we get restoration in the Senate and 
can hold it in conference in the House, just at a time when we are 
desperately trying to improve the economy of the islands and to 
provide for greater food production and to increase our sugar produc- 
tion, we would have no agricultural guidance whatsoever. 

Senator Haypren. That, however, cannot be cured in this bill. 
It will have to be cured in the agricultural program. 

In regard to this item I have a letter from Senator Hugh Butler of 
Nebraska that I will insert in the record at this point. I will also 
insert an excerpt from Senate Report No. 1035, Eighty-second 
Congress, first session, which is entitled, ‘Agricultural Program in the 
Virgin Islands.” 

(The letter referred to follows:) 

UNITED STATES SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
April 24, 1952. 
Hon, Cart HaypEn, 


Senate Agriculture Appropriations Subcommittee, 
United States Senate, Washington, D. C. 


Dear Car: As you may know, I have made several personal inspection trips 
to the Virgin Islands, both as chairman and as ranking minority member of the 
Senate Interior and Insular Affairs Committee and have given considerable study 
to the problem of making the islands self-supporting. A sound agricultural 
base, I am more and more convinced, offers the best, and in fact almost the only 
hope of a permanent solution to the present system of yearly deficit appropria- 
tions from the Federal Treasury to support local government there. 

As a step toward building such an agricultural base, I urged in several of my 
reports that the Virgin Islands Agriculture Experiment Station be transferred 
from the jurisdiction of the Interior Department, under which it was inadvertently 
placed in the 1932 Organic Act, back to the Agriculture Department, under which 
it had been from 1919 to 1932. Previously the Danes had established a station 
in 1910, and had maintained it. until they sold the islands to us in World War I. 

Partially as a result of my recommendations, I like to think, last fall Congress 
approved the transfer by Public Law 228. The Senate Agriculture Committee 
report on H. R. 4027, which became Public Law 228, is so informative as to the 
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need for continuance of the agricultural station in the Virgin Islands that I am 
sending res a copy (S. Rept. 1035). Let me direct your particular attention to 


4 of the report. 

Calertmneae the House iculture Appropriations Subcommittee rejecte: 
the appropriation request for $100,000 for the station in the Agriculture Depart. 
ment bill, H. R. 7314. I am informed that the House Members apparently 
were under some misapprehension that the funds were intended for establishment 
of a new experimental statioh, Such is not the case, as the history of the Virgin 
Islands operation shows. 

No one in the United States Senate is more interested in saving Federal tax- 
payers’ funds than I and in cutting down on spending generally. However, I do 
sincerely believe that continuance of the agricultural station in the Virgin Islands 
is an investment that will result in a saving to our taxpayers in the long run. 

I understand that H. R. 7314 has not yet passed the House, and that hence 
although your committee has held hearings you have not yet marked up the bill. 
I earnestly urge, therefore, that you restore the appropriation item for the Virgin 
Islands Agricultural Station in H. R. 7314 before it comes to the Senate floor. 

Sincerely yours, 
Hua Butter, 
United States Senator, Nebraska. 
Enclosure. 


NEED FOR EXPERIMENTAL AND EXTENSION WORK IN THE VIRGIN ISLANDS 


There is no doubt of the great need of agricultural research, experimental, and 
extension work in the Virgin Islands. The population, soil, topography, climate, 
and market outlets of the Virgin Islands are so different from those on the main- 
land of the United States that the research and experimental work carried out 
by the Department of Agriculture and the land-grant colleges in and through 
the various States are of little value to the agriculture of the Virgin Islands. 

The soil of the islands is fertile and rainfall and other climatie conditions are 
favorable to the efficient production of many crops. In most cases, however, 
the environment requires plant and animal varieties and techniques of farm 
operation which are peculiar to the islands. The research and experimentation 
necessary to determine which crop varieties, what types of animals, and what 
farming techniques are best adapted to the islands, can be carried out only in 
the Virgin Islands. It is unfair to the people of the Virgin Islands, citizens of 
the United States, that they should be deprived of the type of agricultural research 
and educational work which has been of such great benefit to the farmers of the 
United States for the past decades. It is poor economy from the national stand- 
point to have the soils of the Virgin Islands producing the wrong kind of crops, 
crops that are inefficient and unprofitable, or no crops at all. 

The problem of carrying on both agricultural research and extension work in 
the Virgin Islands is different from that encountered in any of the States. This 
work is carried on in the States entirely through and in cooperation with the State 
land-grant colleges. There is no land-grant college in the Virgin Islands. In the 
islands, therefore, this work must be carried on entirely under Federal supervision 
and administration. 

In its original recommendations to the committee on this subject, the Depart- 
ment of Agriculture proposed to carry on its research experimental, soil conserva- 
tion, and educational programs in the Virgin Islands along the same pattern under 
which those programs are administered in the States, viz, the maintenance of a 
separate administrative organization for each of the separate activities. It was 
this aspect of the proposal which the committee felt in its original hearings on the 
bill might well be modified. In accordance with the suggestions of the committee, 
the Department has modified its recommendations in this regard and the modified 
proposal is embodied in the letter from the Secretary of Agriculture on the pro- 
posed legislation. 

Under the revised program of the Department of Agriculture, the various 
aspects of the program will be coordinated under one director. He will have 
several assistants qualified in the various phases of the program, such as research, 
soil conservation, education, etc., but these will work as a team under the director 
instead of being set off individually in their different administrative fields as they 
are normally in carrying out these programs in tlie States. 

The committee believes that this will result in a: coordinated and integrated 
agricultural program adapted to the needs of the Virgin Islands. It will also 
result in a substantial saving in personnel and appropriations over the program 
originally submitted. 
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Governor DE Castro. That is right. 

Senator HaypEen. Senator Young and I are members of that com- 
mittee, and we will try to remember it when the proper time comes. 

It might be well to have the transcript of this testimony carried over 
into the agricultural bill. 

Senator CHavez. What is the status of that? 

Senator Haypen. The hearings have not been printed. 

Mr. Davis. We understand that the hearings have not been printed, 
and that an arrangement has been made tentatively to include a brief 
statement from Governor de Castro in the agricultural bill as well as 
here. 

Governor pE Castro. That is correct, sir. That statement went 
over there this morning. 

Senator HaypeEn. It did? 

Governor DE Castro. Yes, sir. 

But I would greatly appreciate it, Senator, if you could get this 
testimony into those hearings. 

Senator Haypen. All right, we will do that if we can. 

Governor pre Castro. It is really desperately needed for the Virgin 
Islands. 

Senator Cuavez. Does not Senator O’Mahoney belong on the 
Agriculture Committee? 

Senator O’Manoney. No. 

Senator Haypen. It is just the three of us. 

Governor pg Castro. We would appreciate any help you can 
extend, 

I want to point out that we are not asking for anything new. It is 


a station that we have had. I think somewhere along the line an 
error was made. They thought that it was a new experimental 
station. It merely is a transfer, with an improved program, from the 
Department of the Interior to the Department of Agriculture and upon 
which both Departments agreed. 


WATER-FRONT DEVELOPMENT 


Senator Cuavez. Governor, what about the wharves over there at 
ct. Thomas? How are you getting along with that? 

Governor DE Castro. Do you mean the water-front project? 

Senator Cuavez. Yes, the water-front project. 

Governor DE Castro. I should say that that will be completed in 
about January or February. They have had a set-back due to equip- 
ment difficulties. It is very difficult to get good dredging equipment. 
The work is going along now, and the contractor has said that comple- 
tion will be in December, but I have estimated January or February. 

When the job is finished, it will be a very fine addition to the town 
of St. Thomas. 

Senator Cuavez. You have the funds to do that work? 

Governor pg Castro. Yes, sir. We have the funds to complete 
the work, It is being done on contract. 

In addition to that, as Mr. Eardley said a moment ago, we are 
developing in other fields. Very briefly, the hospitals for which this 
committee made funds available, are under construction. 


98400—52——_22 
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OTHER CONSTRUCTION PROGRAMS 


New high schools which we need very badly will be advertised for 
the awarding of contracts about July this year. 

The new housing project is going up. 

Before you came in, sir, I asked the committee to try to come down 
to the islands and see some of the things that we are doing. I believe 
we have something to show. 

Senator Cuavez. I know the islands fairlv well, and I am most 
sympathetic with your views about the islands. 

Governor de Castro. Thank you, sir. 

Senator Cuavez. I do not want the people of this country to feel 
sorry for anyone. Just give them a chance to get along. 

Governor de Castro. I am trying to develop this principle in the 
islands: That we are American citizens and that we are asking only 
for what American citizens get elsewhere. We want to become self- 
supporting. It is difficult, but we are moving toward that goal. 

Senator Haypren. Thank you very much, Governor. 


Tar ALASKA RAILROAD 
SEWARD-PORTAGE SECTION 


STATEMENTS OF HON. KARL R. BENDETSEN, ASSISTANT SECRE- 
TARY OF THE ARMY; LT. GEN. WILLIAM E. KEPNER, COM- 
MANDER IN CHIEF, ALASKAN COMMAND; AND JAMES P. 
DAVIS, DIRECTOR, OFFICE OF TERRITORIES, THE DEPART- 
MENT OF THE INTERIOR 


HOUSE ACTION ON 1953 BUDGET ESTIMATE 


Senator Haypren. The next amendment appears on page 31, line 
19, of the bill. It deals with construction of the Alaskan Railroad. 

The budget estimate was $16 million. 

The House allowed $3,906,000, a cut of $12,094,000. 

You are asking that $9,094,000 of this cut be restored. 

I understand that this sum is for the improvement of the Seward- 
Portage portion of the Alaska Railroad. 

The justification will be printed in the record at this point. 

(The material referred to follows:) 


OFFICE OF TERRITORIES 
ConstTrucTION, ALASKA RAILROAD 
(Estimate, $16,000,000; act, $2,000,000) 
(House hearings, pt. 2, pp. 505-538) 
(P. 31, line 19) 


Page 31, line 19 strike out “$3,906,000” and insert in lieu thereof ‘‘$13,000,000”, 
an increase of $9,094,000 in the appropriation. 


HOUSE REPORT 


_ “The budget estimate of $16,000,000 contained proposals for rehabilitating the 
Seward to Portage section of the railroad and for large expansions in coal-handling 
facilities and for extending the Anchorage train yards. The comnittee recom- 
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mends an appropriation of $3,906,000, a reduction of $12,094,000 below the budget 
estimate. 

“The Department was advised in the committee’s report last year that the 
committee did not intend to provide appropriations for an endless program of 
additional capital investments in the Alaska Railroad until realistic long-range 
objectives to accomplish well-defined transportation needs had been worked out. 
This year the committee received conflicting testimony with respect to the relative 
capacity of an improved railroad line and a recently completed highway in meeting 
the objectives sought—that of relieving the Port of Whittier. The committee 
also received considerable testimony with respect to the importance of this 
improvement in the railroad to the defense program in Alaska, and does not desire 
to handicap that program. However, the differences existing within the Depart- 
ment between the roads program and the railroad proponents will have to be 
resolved in a coordinated plan for transportation before the committee can act 
intelligently with respect to this type of request. The funds for improvement of 
the Alaska Railroad have been denied. 

“The further reduction of $3,000,000 is to be absorbed in the other expansion 
and improvement programs proposed in the budget estimate. 

“The General Accounting Office has made available to the committee a pre- 
liminary report of an audit of the Alaska Railroad in which a number of recom- 
mendations are made with respect to financial affairs, operating practices, and 
general management. The committee is of the opinion that certain of the recom- 
mendations should be adopted immediately and others should receive active 
consideration with a view to advising the committee next year as to whether or 
not it would be practical to adopt them also. 

“The committee concurs in the recommendation that the railroad be required 
to operate with a business-type budget submitted annually to the Congress for 
approval in order that it may examine the enterprise as a business operation. 
The Department advised the committee during the hearings that steps had already 
been taken to submit the 1954 budget on a business-type basis. Other recom- 
mendations which the committee feels should be adopted immediately are: (1) 
Tariffs to be fixed to cover as nearly as practicable all costs including deprecia- 
tion and a fair rate of return on the Government’s investment, including the 
river-boat operations; (2) give consideration to the possibility of placing the 
operation of the McKinley Park Hotel under a concession contract; (3) make 
arrangements to divest itself of steam-power facilities operated in the Anchorage 
area; (4) prescribe a manual of orders covering the administrative and operating 
policies in which the authorities, responsibilities, and duties of the departments 
and offices of the railroad are adequately and clearly stated; (5) periodic review 
of the prices charged to its employees and others using the messhouses operated 
for the purpose of having such operations on as nearly a self-sustaining basis as 
possible; (6) commissary facilities at Anchorage should be abolished; and (7) 
continuation of the program for improving the accounting and reporting of the 
railroad’s operations.” 

JUSTIFICATION 


The amendment restores $9,094,000 of the $12,094,000 reduction made by the 
House in the budget estimate. This amount is required for improvements to 
the track and other facilities on the Seward-Portage portion of the Alaska Rail- 
road so that the Port of Seward will be accessible for civilian use. These im- 
provements are mandatory if the port of Whittier is to be used exclusively for 
the national-defense program as proposed by the military. This amount is for 
the following activity: 


Appropriated,| Budget esti- | House bill, | Restoration 
mate, 1953 1953 requested 


Activity 


Construction... _- Pek sdt duwdeeeds $2, 000,000 | $16, 000, 000 $3, 906, 000 | $9, 094, 000 


A breakdown of the restoration request by objects of expenditure follows: 
. 


07 Other comtractiial services... ... 2... 22.2522. i.. 93) 000,000 
1G ae eres OOP SeOreS GG ote Ste Cle Sedu swee on. SCS 


Total ‘ ae 9, 094, 000 
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The Alaska Railroad intended to abandon the ys grr ge. portion of its 
line and consequently has allowed it to deteriorate, but the post-Korean nationa! 
defense program has forced reconsideration of this policy, since the military au- 
thorities have now determined that both Whittier and Seward must be kept open 
as rail-connected ports, and that Whittier must be reserved as a military port. 
The restoration of the $9,094,000 requested herein will permit the following im- 
provements on the Seward-Portage line: 


Roadway and track__---- EK de thei ne ter 7 ss 4s bi ahs ant tepie $6, 240, 000 
Bridges, trestles, culverts, and tunnels_......................_..- 1, 828, 000 
eg a Ce 2 a ee clin remotes camp mie 156, 000 
Shop and engine house facilities _ _ -__-_-__ ade cae apie dee ratincs 712, 000 
ii Ei ti a ga re Dg ng lis Ss fl 48, 000 
CT ee eg ee ee oe 110, 000 

ee I en cn cl aS aes we chain Aion dco eanintio he tachaemae 9, 094, 000 


Roadway and track, M. P. 0.0 to 64.1, $6,240,000.—Track is presently laid with 
65-pound rail on untreated ties, with a minimum of local river ballast. It is 
proposed to standardize the roadway section; reduce heavy curves which limit 
tonnage which can be moved; remove sags in original roadbed as yet uncom- 
pleted; replace the local river ballast with a higher quality in order to provide 
better drainage; replace untreated ties where necessary with treated ties; replace 
the light rail with heavier rail which can better stand increased traffic and reduce 
cost of maintenance. 

Bridges, trestles, culverts, and tunnels, $1,828,000.—Two bridges, 5,812 feet of 
trestles, and many culverts in this territory have reached such a state of obsoles- 
cence and disrepair that complete renewal of native spruce piling and rotted, 
untreated timber is necessary. Timber framing in 10 tunnel portals and in 
116 feet of tunnel lining must be replaced to prevent further rock fall in the 
tunnels and at the portals. 

Roadway buildings, $156,000.—Roadway buildings were built at various times 
from 1902 to 1917 and watering facilities consist largely of pipes leading to moun- 
tain springs. There are very few small freight sheds and loading platforms: 
Section buildings and service and freight handling facilities must be replaced 0: 
modernized to provide adequate living quarters and proper servicing facilities 

Shop and engine-house facilities, $712,000.—The engine house at Seward has 
reached such a state of disrepair that it is only by extraordinarily expensive 
maintenance that it can be kept in service. Fuel, sand, and water service facilitic- 
are primitive, consisting of a large wood box and locomotive crane for handling 
coal, and a sand bin where engine sand is dried around a hand-fired coal stove. 
The water service consists of a pipe leading to the city water main. These facilitics 
must be improved and modernized to properly handle locomotives. 

Seward terminal facilities—$48,000. 

Railroad track scale, $32,000.—The railroad has no track scale at Seward, ani 
it is therefore necessary to estimate car weights at that point and weigh the car- 
on the Anchorage scale. The funds requested herein would provide a scale for 
Seward. 

Jitney repair and storage building, $16,000.—There is no adequate storage build- 
ing for repair and storage of dock and automotive equipment. It is proposed to 
construct a small building to adequately shelter and repair this type of equipmen' 

Communications, $110,000.—The communication line now consists of native 
spruce poles, extremely costly to maintain and having a very short service life. 
Wire is of small capacity, and both must be replaced to adequately carry increased 
traffic. 

Under the present military program, all civilian traffic and a portion of the 
military traffic will be forced through the Port of Seward; therefore, in the interest 
of national defense and public safety, the funds requested herein should be restored 
to the Alaska Railroad for use in improving the rail line from Seward to Portage. 


HISTORY OF ALASKA RAILROAD 


Senator HAypEn. Secretary Bendetsen, I understood that there had 
been some mistake made about your time, and we will be glad to 
hear you now as an accommodation to you. 

Secretary BenpetseNn. If I may, thank you, sir. 
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Mr. Davis. Mr. Chairman, if I may interrupt, I would like to 
make a very brief introductory statement. 

I thought the members of the committee who are not familiar with 
the history might appreciate a very brief history of the Alaska Rail- 
road before Secretary Bendetsen testifies. 

The committee will recall that the original line of the Alaska Rail- 
road runs from the port of Seward on the Gulf of Alaska, to Fairbanks, 
a distance of some 476 miles, as I recall. 


SEWARD-PORTAGE BRANCH 


The section between Seward and Portage is a very difficult section, 
running over very steep grades, and involving the once famous loop 
over high trestles, and so on. 

At about the beginning of the war there was constructed a branch 
line running from Portage to a new port at Whittier, through two 
long tunnels and over some difficult terrain. That line shortened by 
some 50 miles the distance from Anchorage to tidewater, and has 
become a very great importance in the movement particularly of 
military cargo from tidewater to Anchorage and Fairbanks. 

For a number of years it was planned, on the completion of the 
Whittier to Portage section, to abandon the line from Portage to 
Seward. 

In connection with that, the Congress authorized the construction 
of a highway called the Turnagain Arm Highway connecting with 
the existing highway running from Seward to the national forest area, 
the intention being when this line, or rather this road, was completed, 
to leave Seward as a highway port. 

Recent military developments since Korea have forced a complete 
change in all thinking about the importance of that line and have led 
us to the introduction of this estimate for the rehabilitation of the 
Seward to Portage line in order to complete the total rehabilitation 
of the line. 

The entire line, with this exception, has now been modernized and 
rehabilitated with new rails and roadbed improvements and new 
rolling stock so that I think the railroad is in excellent operating 
condition, with the exception of this portion of the line. 


MILEAGE 


Senator CHavnz. What is the mileage from Seward to Portage? 

Mr. Davis. That is a distance of 64 miles. 

Senator Cuavez. What is the mileage from Whittier to Portage? 

Mr. Davis. That is 12 miles. 

Senator Cuavez. What is the reason, or the justification, for making 
Whittier a port? 

Secretary BENDETSEN. I will cover that in my statement, Senator. 

Mr. Davis. The original justification was that it would shorten 
the distance by 52 miles. There is an excellent deep water harbor at 
Whittier, and it was felt that it would save the very expensive hauling 
over the steep grades and very difficult bridges and tunnels and trestles 
of the road between Seward and Portage. 

We are convinced that, on the basis of what we knew at that time, 
and on the basis of what seemed then to be the probable traffic load 
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and the factors that we were taking into consideration at that time, 
the original plan was a perfectly sound and sensible plan, but we are 
now equally convinced that it is necessary to keep this Seward portion, 
Seward-Portage section of the railroad in full operation, and to bring 
it up to the same standards as the rest of the line. 

Senator Cuavez. You have stated before the committee that your 
roadbed is all right; that you have new rails, and that you have new 
rolling stock. 

NEW RAILS NEEDED 


What is the item for? 

Mr. Davis. That is for the remaining portion of the line, this 
portion of the line that has not been rehabilitated. It still has the 
old 60 and 70 pound rail, and the roadbed in many cases is in extremely 
bad condition. 

Senator Cuavez. What kind of rolling stock do you have? 

Mr. Davis. We have standard American railroad rolling stock. 
Much of it is comparatively new or in excellent condition. 

Senator CHAvez. So the idea is that unless you get new rails of 
modern type to take care of modern rolling stock, you will not be as 
efficient as you could be? 

Mr. Davis. That is right. The present rail is in very deplorable 
condition. It is breaking all of the time. The bridges are weak and 
old and will have to be replaced. 

It is almost impossible to consider continued operation of that 
section of the railroad much longer unless it is brought up to better 
standards, the standards of the rest of the line. 


REHABILITATION COSTS 


Now, this item is exclusively concerned with the cost of that rehabili- 
tation and restoration. 

Senator CHavez. What does it amount to? 

Mr. Davis. $9,094,000. 

Senator Cuavez. What did the House do about it? 

Mr. Davis. The House rejected the item entirely. 

Senator Cuavez. Is there anything about it in the report of the 
House? 

Senator Haypen. I have that here. 

Mr. Davis. I believe the Senator has already put that into the 
record. 

MILITARY REQUIREMENTS 


May I say that we are very happy indeed that Assistant Secretary 
Bendetsen and General Kepner have come here to tell you what the 
military authorities have to say about the necessity for the proposed 
rehabilitation. 

I do not know whether the committee is aware that Assistant 
Secretary Bendetsen has been named Under Secretary. 

Senator HaypEN. We wish to congratulate you on that, Secretary 
Bendetsen. 

Secretary BenpretseN. Thank you, Mr. Chairman. 

Senator HaypEN. We will be pleased to hear you. 

Secretary Benpetrsen. Mr. Chairman and gentlemen of the com- 
mittee, we appreciate this chance of appearing before you in support 
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of the request of the Department of the Interior for funds to rehabili- 
tate a portion of the Alaska Railroad which has just been described. 

This is of extreme interest to all of the Armed Forces, and thus I am 
appearing before you in my capacity as Assistant Secretary on behalf 
of the Army and on behalf of the entire Department of Defense. 

As you gentlemen are aware, in overseas areas the Army has the 
responsibility for the operation of ports and also for land transporta- 
tion. 

And so our interest here before you is not alone on behalf of the 
Army, but on behalf of the joint command of the entire Department of 
Defense. 

Our statements before you today in support of this proposal will be 
presented principally on ‘the logistical, tactical, and strategic signifi- 
cance of the continued operation of the Seward-Portage rail section 
by the Alaska Railroad and its vital relationship to the military defense 
of the Territory of Alaska and the military security of the continental 
United States. 

I think that [ need not here dwell long on the strategic significance 
of Alaska. 

Senator Haypen. I note that you have a prepared statement, and 
you may high light it. 

Secretary BENDETSEN. Very well, sir. 

I believe the members of this committee have been to Alaska, and 
I assume that you are familiar with the general reference to the heart- 
land area which I show on the map to the right, and which is now 
being designated. That is what we call the heartland area of Alaska. 


PRESENT RAILROAD SERVICE 


At the present time the Alaska Railroad provides its transportation 
service from Seward to the north on through Anchorage and up to 
Fairbanks. It has a branch line starting at Portage “and running 
thence east to connect with the military port of Whittier. 

On the left-hand map, as you will note, and to which reference 
was made a few moments ago, that is shown in larger scale. 

From the port of Whittier the line runs across the peninsula to 
the junction at Portage. 

Senator Haypren. Now, that line is completed and is in operation? 

Secretary BenpeTseN. That line is completed and is in operation; 
yes, sir. 

Senator Hayprn. I want to state frankly to you that when we 
made the appropriations for that line, the general assumption of this 
committee was that it would do away with the necessity of rehabili- 
tating the old line to Seward. 

Now, what has happened in the strategic situation that has 
changed that? 

[ might say that that is the whole burden, as I read it, of the House 
report. They state: 

The Department was advised in the committee’s report last year that the 
committee did not intend to provide appropriations for an endless program of 
additional capital investments in the Alaska Railroad until realistic long-range 
objectives to accomplish well-defined transportation needs had been worked out. 

Secretary BenpDETSEN. Well, we are in this situation, Mr. Chair- 
man: Since the time of Korea there has been great emphasis laid on 
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the strategic significance of Alaska. We have two ice-free ports which 
can operate the year around in Alaska to serve this area. Those are 
at Seward and at Whittier. 

Now, the Whittier line which connects at Portage has to go through 
two tunnels which are shown on the map by the arrows. 

One is over 4,000 feet, and the other is over 13,000 feet long. Those 
tunnels would be very easy targets for either covert or overt action 
in time of war. If they went out, we could not use the line from 
Whittier to Portage. 

We are dependent for the support of the military establishment in 
the heartline of Alaska on this line. 


SEWARD HIGHWAY UNDER CONSTRUCTION 


Now, it is true that there is a highway being built from Seward 
which has been described to you and which runs, of course, in a 
northerly direction. We would be dependent upon rail service and, 
in time of emergency, time of war, if one were thrust upon us, and 
if the tunnel systems went out, and we would have to shift under those 
conditions to highway operations. 

There is not in Alaska in this area a sufficient degree of highway 
transport to carry the load. 

Senator Haypen. If you had the transport, would the highway 
carry it? 

Secretary Benprtsen. I think we will show in our discussion this 
morning that the highway would not be adequate. It would not be 
able to serve the amount of tonnage that would have to go in. 

Of course, every highway has 9 capacity. It has a capacity in terms 
of the interval between trucks, that is, heavy trucks, and also as to 
the amount of traffic that it can stand. 

Now, we are not here, of course, to discuss with you the requirements 
of the civilian population, but we do have to take into account what 
the minimum requirements of the indigenous civilian population 
there are. 

That is necessary in order that we make our plans and our program 
in a realistic light and to determine whether we can support our re- 
quirements. 

Senator Youne. Which tends to block first with snow in the winter, 
the highway or the railroad? 

Secretary BenpETSEN. Of course, the highway suffers during the 
winter as you have highway transport going over what is a gravel 
road and which is subject, of course, to freezing, thawing, the wet, 
andsnow. You havea great deal of sloughing, a great deal of heaving, 
and a very great deal of difficulty. And if you have a slide, you are 
out. If you have a tied up truck, you have great difficulty in trying 
to push through a continuous operation. 

Now, we will show through our figures, as we understand them 

First of all, I think it would be well for us to recall in retrospect 
what occurred in World War II. In World War II we had to dev elop 
the military port of Whittier. The military population in the heart- 
land of Alaska in World War II reached a peak of about 18,000. 
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MILITARY SUPPORTING BUDGET REQUEST 


Senator CHavez. Mr. Secretary, inasmuch as you are trying to 
justify the restoration of the item from the military standpoint, what 
would your views be if you got the money for that particular purpose 
out of the military funds instead of getting them out of the Interior 
Department’s funds? 

ou stated to the committee a little while ago that you were not 
discussing the needs of the civilian population. Why must you get 
the money from the Interior Department? 

Secretary BENpDETSEN. We are not seeking the money from the 
Interior Department. We are supporting their request for the rehabili- 
tation of the road. That is being supported by the military needs in 
the area. 

_Now, of course, the Alaska Railroad is under the jurisdiction of the 
Interior Department, and they operate it. 

Senator CHavez. That is true, but the needs of the moment, as I 
understand your testimony, are on account of military reasons. 

Secretary Brenpetsen. I think the needs arise because of two 
factors: the combined military and civilian requirements which have 
to be accommodated somehow, and the fact that in time of emergency, 
if the tunnel systems went out through overt or covert attack, we 
would not have any means of supporting ourselves on the available 
alternate routes. 

So we feel that in considering the request of the Interior Department 
for the rehabilitation of this line, which will also serve the civilian 
population, we want now to take this opportunity to lay before you 
the very urgent needs now and in the future for a military point of 
view to insure the defense of Alaska. 

It is, of course, vitally related to the defense of the United States. 


PORT OF WHITTIER FACILITIES 


At the present time, I should point out also that the Port of Whittier 
is really an isolated point. It has no civilian facilities or civilian 
community whatever. There is no road connecting it with the 
interior. It is solely connected by the railhead and the water served 
entrance. 

We are using for the current support of the military forces. in 
Alaska for their daily consumption practically the capacity of that 
port. 

If this line from Seward to Portage went out, we could not handle 
civilian loading there at Whittier because there would be no civilian 
facilities for civilian labor to work there. 

Certainly I am sure that we would be agreed that you would not 
want us to increase the strength of the Armed Forces or to have the 
Army add troops for the purpose of handling supplies other than what 
we have to supply for the military at Whittier. 

If we had to shift from the Whittier to Portage link to the Seward 
to Portage link, because of action against that rail section, there is 
neither the transport available, there is not sufficient civilian truck 
transport that we could call on to support us even if the highway had 
the capacity. 
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Under those conditions we would be called upon to exert a tre- 
mendous effort in providing truck transportation for the Armed 
Forces on a large and vast scale, as you gentlemen are aware, and 
we would at a time when we would have the least capacity to spread 
our truck resources have to do something to meet that load. 


AIRFIELDS 


Senator Young. Are there airfields at Whittier, Portage, and 
Seward? 

Secretary Benpetsen. There are no airfields at Whittier or Portage. 
The closest one is at Anchorage. Elmendorf is adjacent, as you can 
see, to Fort Richardson and Anchorage, and that is the closest airfield 
to that area. 

General Kepner. That is right, as far as anything suitable for 
any kind of transport airplane is concerned. 

Secretary BenpETSEN. Now, we ship over the present facility from 
Whittier to Portage to thence into the heartland to the north or west 
to the base at Anchorage our military supplies and equipment. 

We have underway a heavy construction program in the interior 
of Alaska which has been approved by the Congress. Those supplies, 
those items of equipment and the building materials, are civilian 
materials. They are owned by the contractors who have the con- 
tract. They introduce them at Seward, which is the only other 
ice-free port. 

The tonnages in short tons, which the gentlemen who will follow 
me will be glad to provide you the figures of, plus the civilian require- 
ments for civilian construction and subsistence, as I understand it, 
use and will use for many years to come a large part of the capacity 
of that line. 

Now, if we were forced to introduce those materials and supplies, 
through the abandonment of the Seward-Portage link, into the ice- 
free port of Whittier, we would have to use troops to load them off the 
ships and to handle them. That I am sure you would not want us to 
do and we would not want to do that. We do not want to increase the 
troops who would be handling that type of activity. 


PORT OF ANCHORAGE 


We should also note that Elmendorf Air Base at Anchorage does 
not have an ice-free port to serve it. 

Anchorage, as I am sure the committee realizes, is not an ice-free 
port. There are violent tides there, and it has an extremely limited 
capacity and is inadequate on a year-round basis to provide for the 
support of Fort Richardson and Elmendorf Field. 

Senator Corpon. During what portion of the vear is it icebound? 

General Kepner. For about 4% to 5 months it is covered with ice 
and closed. 

Secretary BenpetTsEN. I understand that there are very violent 
tides there. I have been there, and I think they are violent the year 
round. 

Senator Cuavez. What was the philosophy of the national defense 
authorities in selecting Anchorage as a place for that type of work if 
those are the conditions? 
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Secretary Benprersen. Well, Fort Richardson and Elemendorf go 
back to the years before World War II. The reasons for their selection 
I am not thoroughly familiar with except that they were near civilian 
facilities. There was some base to start with. 

I think General Kepner, our joint commander, would be far better 
qualified than I to dwell on those reasons. They go back a long way. 

Senator Cuavez, Actually it is an old-established Army base. 

General Kepner. Yes, sir. There are two bases there. In fact, 
that is really the root of the whole defense system in Alaska. It was 
selected for strategic reasons. 

Joming up the North Pacific Ocean and coming into Cook Inlet, 
that is the first available spot that you come to where you can put a 
suitable airfield and defense installations. 

It went back to before World War II and was well borne out in con- 
nection with World War II. 

Senator Haypmn. I would think that the terrain south of there is 
so rought that you could not find a place to locate an airfield. 

General Kepner. That is right, sir. North of there there are 
high mountains all around, and that is the only suitable place for an 
airfield. 

Senator Cuavez. As I understand it, the Seward and the Portage 
and the Whittier areas are to supply the Anchorage area and the Army 
installations there. 

General Kepner. Yes, sir; and also the ones up north. The 
installations at Anchorage are like the roots of a tree. If they die, 
the tree dies. 

DEFENSE INSTALLATION 


Senator Corpon. I have been advised by officials of my area that 
there is a history of a change in the basic planning for Alaska defense 
that goes back many years and that the change represents almost a 
different view and a different plan by every commander who has been 
up there. 

What are the facts about that? 

[ might say to you now, that I have requested specific documented 
information, and I expect to have that. 

General Kepner. Well, sir, I have been there 2 years, and the plan 
that I have been following was the plan in effect, so far as I know, back 
in 1947. ‘There were two commanders previous to me, and I believe 
they followed the same basic idea in the defense of Alaska. 

Senator Corpon. I will be able to present to you the claims with the 
supporting data, and then we can ask you for specific answers to 
specific questions. 

Senator O’Manonny. General Kepner, did you make any funda- 
mental change? 

General Kepner. I made no changes at all in the fundamental 
defense system of Alaska. I qm following the plans of the Department 
of Defense for the defense of the area. 

Senator O’Manonry. Then the plans that you are following are 
the same as the plans of your predecessor? 

General Kepner. Yes, sir; and so far as I know those of his predeces- 
sor who was the original unified commander when it was set up as a 
theater. 

Senator O’Manoney. That goes back only 5 years, however? 
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General Kepner. To about 1947, sir. 

Senator O’Manonry. Have you any knowledge of what was 
the situation prior to 1947? 

General Kepner. The situation prior to 1947 would be that situa- 
tion that evolved during the war when we were faced with the business 
of the Japanese who had invaded Attu and were located on Attu and 
Kiska. The Russians at that time were one-of our allies. 

Senator O’Manoney. So we thought. 

General Kepner. Yes, sir. 

Secretary BenprtsEeN. For this condition, for this day and time. 
for the situation we face and the very clear relationship to the defense 
of the United States and of this strategically sensitive territory, a 
different effort, a different dispersal, and a different distribution of 
our resources would seem to be fully indicated. 


JUSTIFICATION OF ALASKA RAILROAD CONSTRUCTION 


Senator Cuavez. Mr. Secretary, of course, we are dealing now 
with the Interior Department’s appropriation bill, and what you are 
asking for are things that affect military activities. That confuses 
my mind to a certain extent. 

If that is the case, why can they not get the funds from military 
sources instead of getting them from the Interior Department's 
appropriation bill? 

Secretary BenprtTseN. Well, I am not prepared to discuss the 
technical problems, whatever they might be. However, we have no 
military authorization from the Congress. 

Senator Cuavez. But you are trying to justify the restoration that 
the House took out from a military standpoint. 

Senator O’Manonry. The reason for it, I would say, Senator 
Chavez, is that this railroad was established for ordinary civilian 
purposes, for the development of Alaska economically, and not for 
any military purposes. 

Now, however, it becomes apparent to the military that this 
railroad can be vital to the program of the military defense of Alaska, 
and therefore they have come before us and have asked that the 
appropriation be made to support the railroad, which is a civilian 
activity. 

Senator Cuavez. Well, I am for the appropriation of all that is 
needed for the civilian activity. But if some ramification of the 
military comes in, I cannot see any particular reason why the military 
should not use some of their own resources and funds as far as it 
pertains to their activities. 

Secretary BENDETSEN. As we understand it, first of all, with 
respect to the civilian requirements for that particular area, I believe 
the population has doubled, if I am not misinformed, since 1940. 

We are saying that, in our sober and our considered judgment, to 
abandon this civilian facility would place in jeopardy our military 
capability there. We place reliance in the military on all sorts of 
civilian facilities and to every degree that we can we try not to ask 
for things which can provide us support out of the civilian economy. 
We get all of our equipment, all of our supplies, much of our trans- 
portation, and much of our port facilities from the civilian economy, 
but there is a dual reason here. 
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The demands of the civilian population are such as we understand 
them, as to justify its use, particularly when our military posture is 
considered. 

We could not handle the civilian requirements through Whittier. 
We cannot today handle even the load of the current civilian require- 
ments and our military requirements through Whittier. 

We only have the two ice-free ports. That line from Whittier to 
Portage is an excellent one, but it is vulnerable. You cannot shift, 
after the balloon goes up, from a railroad operation to a truck and 
highway operation overnight. When that need does arise and 
presses upon you, that is when you are least able to do it. 

Senator O’Manoney. Mr. Chairman, may I off the record revert 
to this issue of the present military defense of Alaska? 

Senator HaypENn. Yes; off the record. 

(Discussion off the record.) 


RESTORATION OF HOUSE CUT REQUESTED 


Senator Cuavez. Now, may I ask the Secretary this question? 

The budget estimate was $16 million. The House committee 
approved $3,906,000, or a reduction of $12,094,000 under the budget 
estimate. 

Now you are asking for a restoration of $9,094,000. 

Secretary BenpETSEN. The Interior Department is. We are sup- 
porting that request. 


REHABILITATION OF SEWARD-PORTAGE LINE 


Senator CHavez. For what purpose would you use the money? 

Secretary Benpersen. The Department would use the funds to 
rehabilitate the line from Seward to Portage, to improve the trestles, 
to change the rails to the type of rails that can stand today’s type of 
equipment, and in general, to carry out the rehabilitation of the 
physical line. 

Senator Corpvon. [s it your understanding that that would be 
enought money to do the job? 

Secretary BeENDETSEN. It is my understanding that it is. 

Senator Haypen. Let me say one other thing. At the time Con- 
gress made this appropriation for the cut-off and the tunnels, we were 
led to believe—at least I was—that the railroad from Portage to 
Seward could be completely abandoned and that highway transpor- 
tation would be substituted forit. Now, that is what we thought. 

| think that probably is in the minds of the Members of the House 
of Representatives. 

Secretary BENDETSEN. I am sure it was. 

Senator HaypEN. So this comes to us as a completely new proposal. 
Instead of having abandoned the railroad line down to Seward, what 
we are really asked to do is to provide two ways of getting to the main 
line of the Alaska Railroad. 

Secretary BenpEeTsEN. That is substantially correct, sir. 

Senator Haypen. Then having brought your supplies in in two 
ways, is the railroad capable of moving them clear up as far as Fair- 
banks? 

Secretary BENDETSEN. Yes, sir. 
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Senator Haypren. There is no question about that? There are no 
more bottlenecks anywhere else? 
Secretary BENDETSEN. No, sir; not if this job is done. 


CONDITION OF RAILROAD 


Senator Cuavez. What is the condition of the road from Anchorage 
to Fairbanks? 

General Kepner. It is an excellent road. They have used the 110 
and 115 pound rail. It is the heavier rail. They make better speeds 
onit. They have been able to take out some of the dangerous curves. 
They used to have wrecks there that they do not seem to be having 
any more. 

I would consider it an excellent road. But it does have, as any rail- 
road has, bridges here and there which we attempt to guard and would 
guard if there was an alert and we thought hostilities were going to 
start. 

Senator Cuavez. Is it your understanding that if the road from 
Seward to Portage is rehabilitated, the way it has been suggested by 
the Secretary, it would be as good a road as you have from Anchorage 
to Fairbanks? 

General Kepner. Yes, sir. That work would do away with the 
breaking of the rails which occurred during World War II and which 
caused wrecks. 

Since the railroad has been built there has been a glacier that has 
forced them to make a complete circle, a 360° trestle there. 

Now that glacier has receded, and they are able to put in a steep 
grade of a little less than 3 percent and avoid that. 

That, to my mind, is very significant both from the standpoint of 
operating the railroad and from the standpoint that it could not be 
knocked out nearly so easily as the old trestles could have been 
knocked out. 

Senator Cuavez. Mr. Secretary, is your statement based on 
engineering information, factual information that you have received 
from technical people as to the amount of money that would do the job? 

Secretary BenpetTseN. These are the Department of the Interior’s 
estimates, and I understand that that is the case. We in the De- 
fense Department did not make them. We are advised that they 
are adequate. 

Senator Cuavez. The question is whether you will come in next 
year and ask for further funds. 

Secretary BenpDETSEN. I understand that no further funds will be 
required to do this job. 


PREPARATION OF ESTIMATES 


Mr. Davis. Mr. Chairman, our engineers prepared the estimates. 
That is, our regular engineering staff has prepared the estimates, and 
based on that the amount asked for will cover the rehabilitation of 
the roadbed and will provide a few bridges, trestles, culverts, tunnels, 
a few buildings along the roadbed itself, communication lines for the 
telegraph system, and small amounts for improved terminal facilities 
at Seward and Portage. 
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Secretary BENpEetTsEN. With your permission, Mr. Chairman, may 
I say this off the record? 

Senator HaypEn. Yes, off the record. 

(Discussion off the record.) 

Secretary BenpetseNn. As I understand it, I can place my pre- 
pared statement in the record? 

Senator Haypen. Certainly. 

Secretary BENDETSEN. I have not read this statement to you. 

(The statement referred to follows:) 


SraTEMENT By Hon. Kart R. BeNpetsEeN, AssIsTANT SECRETARY OF THE ARMY, 
RELATIVE TO REHABILITATION OF THE SEWARD-PoRTAGE LINE OF THE ALASKA 
RAILROAD 


I wish to say first, Mr. Chairman, we appreciate the opportunity extended to 
us by the committee to appear in support of the request of the Department of the 
Interior for funds to rehabilitate a portion of the Alaska Railroad, which is of 
extreme interest to all of the Armed Forces of Alaska. In so doing, the Depart- 
ment of the Army not. only appears, through me, on behalf of itself, but also on 
behalf of all three military agencies of the Department of Defense, operating 
as a unified command in Alaska under General Kepner. This follows because 
the Army is normally responsible for port operations, other than the naval yards 
and bases, and for land transportation in overseas areas. 

Our statements before you today in support of this proposal, will be presented 
principally on the logistical, tactical, and strategic significance of the continued 
operation of the Seward-Portage rail section by the Alaska Railroad and its 
vital relationship to the military defense of the Territory of Alaska and the 
military security of the continental United States. 

I believe that the members of this committee have been to Alaska. I assume 
that you are familiar with the general reference to this area as the “‘heartland”’ 
of Alaska from both the economic and the military point of view. At the present 
time, the Alaska Railroad provides its transportation service from Seward north, 
through Anchorage, to Fairbanks, with a branch line starting at Portage and 
running east to connect with the military port of Whittier. A recently com- 
pleted modern highway extends from Seward to Anchorage. These then are 
the principal transportation routes serving the “heartland” area. This map 
shows in large scale, the area outlined in red on the other map, and defines in 
detail, the Alaska Railroad routes from Anchorage to the ice-free ports of Whittier 
and Seward. At this junction, is Portage. The section of the railroad proposed 
for rehabilitation is between Seward and Portage. This is the oldest portion 
of the Alaska Railroad. 

You gentlemen are aware, I am sure, that the Army had to establish the port 
of Whittier early in World War II in order to meet our requirements for additional 
ice-free port facilities to augment our lines of supply from Seward. With these 
two ports and the rail connections we were able to furnish the equipment and 
supplies needed during the war. Whittier was then and continues to be an entirely 
military port with no commercial facilities and with no civilian community or 
housing. There is no highway connecting Whittier with any other Alaskan area. 
All cargo and personnel for interior military stations is moved by the Alaska 
Railroad. This vital land link from Whittier to Portage junction passes through 
two tunnels, one over a mile in length and the other, 2% miles. 

Before discussing an analysis of traffic and transportation requirements, I feel 
it necessary to explain that, while we in the Department of Defense are not 
responsible for meeting civilian transportation requirements, we must of course 
take them fully into consideration along with the military requirements in eval- 
uating the adequacy of transportation to meet the coexisting needs. Because the 
proportion of military to civilian requirements and their relative essentiality 
change sharply as we move from peace to war, I should like to consider the two 
situations separately. 

First we must think in terms of peacetime needs and we all hope that these 
peacetime needs will be the only needs to be faced in actuality. All cargo tonnages 
moving to Alaska today roughly fall into four general categories. 

1. Military supplies: The food, clothing, equipment, and supplies needed daily 
to keep our military forces in Alaska in top fitness for any occurrence. 
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2. Civilian supplies: The necessities and luxuries of American life shipped to 
Alaska for sale and use by the general population. 

3. Military construction cargo: Building materials, supplies, and contractors’ 
equipment moved by civilian contractors to Alaska as civilian commercial ship- 
ments and ultimately used by contractors on construction projects at military 
bases in Alaska. 

4. Civilian construction cargo: Building materials, equipment, and supplies, for 
commercial projects and improvements, of civilian interest. 

The military port of Whittier handles all the military supplies for the Army and 
Air Force bases located in the heartland area. 

Generally, the civilian supplies, military-construction cargo, and civilian- 
construction cargo are handled through the port of Seward. During the summer 
months, a small portion of this tonnage is carried direct to Anchorage which is 
not ice-free and which has very limited facilities and capacity. Also, to prevent 
congestion and delay of ships while waiting to discharge at Seward, a quantity of 
military-construction cargo was off-loaded at Whittier last summer. 

The peacetime requirements for supply of the military strength now stationed 
in the heartland area for Alaskan defense are substantial at present and wil! 
continue so for the foreseeable future. This results not only from the fact that the 
military garrisons have been augmented but also from the fact that there is now in 
progress a substantial military-construction program which wil] not be completed 
for several years. Thus, even with provision of the new highway from Seward to 
Anchorage, if we abandon the Seward-Portage rail service we would seriously 
jeopardize the existing capability to provide for the current and projected military- 
and civilian-transportation requirements. 

Turning now to the situation which would confront us if war, or general mobiliza- 
tion short of war, were forced upon us, the strategic importance of Alaska to the 
defense of the United States is at once apparent. Immediate dispositions would 
have to be made to augment and strengthen the vital defenses in Alaska. This 
implies greatly increased tonnages of military supplies and equipment moving 
to the heartland area. As I mentioned earlier, we were able during the last war 
to supply the necessary transportation through the two ice-free ports of Seward 
and Whittier and their rail connections with the interior, and we are confident of 
being able to do so again, especiallv in view of the alternate highway route now 
provided from Seward to Anchorage. However, you will recall that I laid em- 
phasis on the facts that the Whittier to Portage rail link passes through two long 
tunnels and that there is no highway connection from Whittier to the interior. 
This vital rail link, therefore, is extremely vulnerable to enemy action through 
either overt or covert attack. It is, in fact, so promising a strategic target that 
no intelligent enemy could reasonably be counted upon to overlook it. For this 
reason it would pose an unacceptable military risk to rely solely upon the port of 
Whittier and its rail link for the supplv of military garrisons in the interior. 

Moreover, the very vulnerability of the Whittier-Portage route might force the 
military to place sole dependence, at least for protracted periods, on the port of 
Seward. Thus, if the port of Whittier were denied to us through enemy action, the 
problem would be to provide for the combined military and essential civilian 
needs through the port of Seward. There is a reasonable prospect that, for a 
limited period pending reestablishment of the Whittier-Portage link, this could be 
accomplished through reliance on local stocks so long as the Seward-Portage rail 
link is available. Military railroad units could be transferred quickly and readily 
to augment activity over the Seward-Portage line. However, if the Seward- 
Portage line were abandoned rail movement of military cargo would come to an 
abrupt and ominous halt. Sole reliance would have to be placed for a protracted 
and vital period of time on highway movement inland from Seward. Completion 
of the Seward-Anchborage highwav considerably improves our situation in this 
respect but it is not enough to insure the defense of Alaska. This is true not 
onlv because truck transportation cannot carry certain tvpes of essential military 
cargo which depends on rail haul for proper and expeditious movement, but also 
for the reason that truck transportation requires a greater amount of equipment 
and personnel for movement of the equivalent tonnage than does rail transporta- 
tion. Commercial-truck fleets, adequate for such a wartime requirement, are 
not now in existence and are not likely to become availabie for many years, nor 
can reliance be placed on the immediate availability of any consequential number 
of militarv-truck units. Thev are not now present in Alaska in sufficient numbers 
nor would they be in time of war. They could be provided only by movement 
from other theaters at the expense of transportation requirements there and then 
not on a timely basis. 
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From a strategic standpoint, therefore, the Armed Forces cannot place sole 
reliance on the rail connected port of Whittier nor on the port of Seward if served 
by highway transportation only. Military prudence dictates dispersion of facili- 
ties and this applies to transportation routes as well as to other types of military 
facilities. Especially considering that the port of Seward and transportation 
routes to the interior are also vulnerable to enemy action, from a military stand- 
point, we must continue to plan on the continued availability and use of all 
present means of land transportation in Alaska. 

The Alaskan task force of the preparedness subcommittee of the Senate Armed 
Services Committee in their report last year strongly recommended that the mili- 
tary port of Whittier receive a high priority for completion of its construction 
projects; that the port of Seward be maintained at no less than its present operating 
capacity; and that the railroad connection between Seward and Portage should not 
be discontinued without the prior approval of Congress. 

The Department of Defense subscribes wholeheartedly to these conclusions. 
It is a sound doctrine for the military defense of Alaska. We have vigorously 
pursued, with our military appropriations, the recommendation to complete the 
construction projects at Whittier, and I can report that good progress has been 
made. 

While it is not within our purview to come before you and attempt to discuss the 
management or operations of the Alaska Railroad, it is only logical that the 
railroad must have seaport connections, and without a rail connection with the 
port of Seward, the only all weather alternative is the military port of Whittier, 
which could not handle civilian cargo without civilian augmentation. 

If provision is not made for the rehabilitation of this line, the critical military 
need for dispersion of port facilities will be denied, and the multiple means of 
land-transportation routes, now in existence, will be reduced well below our 
total mobilization requirements. 

Insummary, the rehabilitation of the Seward-Portage rail connection is essential 
if it is to be kept in service. Its continuation in service is a military necessity 
and a prudent investment in national security. 

I have with me todav, Lieutenant General Kepner, the joint commander of the 
Alaskan Command, who is accompanied by Lieutenant Colonel Hamilton, his 
transportation officer. General Kepner is prepared to elaborate on the military 
need for the Alaska Railroad to support the military defense of Alaska. We, and 
the others who are here, are prepared to answer such questions as the committee 
may have. 


SENATE PREPAREDNESS COMMITTEER’S ALASKA REPORT 


Secretary BenpEetseN. I would like to point out that in the report 
of the preparedness subcommittee of the Senate Armed Services 
Committee there is reference to the work of the Alaska Task Force 
of the Preparedness Subcommittee which did go up there to canvass 
the situation on the ground. 

As I understand it, they feel that this Seward to Portage line is of 
great importance and should not be abandoned without the prior 
approval of Congress. That was their conclusion. 

Senator Haypren. Was that a written statement that can be 
obtained by the committee? 

Mr. Davis. It is in their report. 

General Kepner. Senators Saltonstall and Morse were up there. 

Senator Haypen. | think it would be proper for us to obtain that 
statement and make it a part of the record. 

Mr. Davis. We will see to that, Mr. Chairman. 


PORT FACILITIES AT WHITTIER, ALASKA 


Secretary BENDETSEN. I lay emphasis again on the situation at 
Whittier. General Kepner who will follow me does have some 
graphic portrayals of the situation there for those who have not seen it. 


98400—52 23 
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If the line were abandoned, then some of the load, despite the high- 
way, would have to go to the Whittier-Portage line: and I emphasize 
again that there is no way of handling it without increasing the troops 
you have handling cargo or building some community facilities at far 
greater expense to accommodate civilian longshoremen. 

Now, there is that very clear bind on this problem at Whittier. 

Senator O’Manonry. Mr. Secretary, the reference to the report of 
the Alaska Task Force Committee that vou have just made refers 
to Senate Document 10 of the first session of the Eighty-secon« 
Congress, which was presented by Senator Johnson of Texas. 

I find that on page 37, the eighth conclusion appears and reads 
as follows: 

The military port of Whittier should receive a high priority for completion o/ 
its construction projects, including the living quarters for dependents of person 
stationed at the post. The civilian port of Seward should be maintained at no 
less than its present operating capacity; its docks repaired, and the railroad 
connection between Seward and Portage should not be discontinued without the 
prior approval of the Congress. 

That appears on page 37 of the document which was presented to 
the Senate on March 1, 1951. 


RAILROAD LINE FROM WHITTIER TO PORTAGE 


Secretary BenpEersEN. The fact is that at the time we appropriate: 
money for the Whittier connection Congress was contemplating 
the abandonment of that stretch of railroad. We were told that her: 
was another way of doing it that would save time and money, and that 
therefore we would not have to maintain the railroad down from 
Portage to Seward and that whatever business went on there could 
be handled over the highway. That was the concept at that time 

Senator O’Manonry. That document was filed before we acted on 
the appropriation bill last vear. 

Mr. Davis. Mr. Chairman, may I offer this observation at this 
point? 

Senator HaypEen. Yes. 

Mr. Davis. The construction of the Whittier branch was under- 
taken in the Second World War and so far as I know was not considere« 
at any great length here as a separate item of the military appropria- 
tion bill. That construction was undertaken by the Army engineers 
themselves, and in any case it was at least 10 or 12 vears ago and before 
any of the factors involving the present situation had become apparent. 

Senator Haypen. I agree with that. 


CAPACITY OF LINE 


Secretary BENDETSEN. We were given an opportunity some weeks 
ago to appear before the House committee. I testified there and so 
did General Kepner. At the moment of our appearance, I think the 
committee at least indicated to me that they thought this ought to go 
forward. 

After that time the question of the highway came up. We did not 
and it is our fault—submit an analysis to the committee of the high- 
way’s capacity in the light, of the tonnages involved. I think that 
was our shortcoming, and if I had been in a comparable position | 
probably would have reached the same conclusion they did. 
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But, as a matter of fact, this highway does not have the capacity 
to carry the load if the tunnel systems were interdicted and the Whit- 
tier to Portage line were out. 

Senator Corpon. Do you intend to do away with the tunnel system? 

Secretary BenprtsEeN. There is no way we can. 

Senator Corpon. Then you might interdict it before we spend the 
$9 million. 

Secretary BenprerseNn. That is not on the Seward-Portage line, sir. 
The railroad system from Whittier to Portage handles our military 
load. 

Senator Corpon. You are referring now to the Whittier Port? 

Secretary BenpEeTsEN. No, sir; | am saying that the tunnel systems 
on the Whittier-Portage line, if they were interdicted either overtly 
or covertly, would mean that we could not use that line. 

The highway could not carry the requirements, and that is what 
we did not clearly show to the House committee. 

Senator Corpon. | still do not get the pertinency of what you say 
unless there is some way now that you can guarantee or at least there 
is some basis upon which you can reach a sound conclusion that if we 
spend the $9 million on the line from Portage to Seward, we are going 
to have a railroad without havin, it put out of commission by virtue 
of a bomb explosion. 


REASONS FOR ALTERNATE RAIL LINES 


Secretary BrenpETSEN. We would be better secured because during 
the delay while we were going in to clean out the damage on the tunnel 
system of the Whitter-Portage line, if the Congress appropriates the 
funds for the rehabilitation of the Seward- Portage line, we would be 
able to cope with the situation and otherwise not. 

Now, then, that raises the question: Well, why do you use the 
Whittier-Portage line if you are going to put this in? W hy don’t you 
put it all on the Seward-Portage line? 

The point there is that the construction load plus the military 
supply load in terms of short tons would be beyond what we could 
handle, taking into account the rising demands of the civilian popula- 
tion in a time of relative peace. 

So we are in that box. We can’t give up the Whittier-Portage line. 
If we don’t have this one to handle our military construction, the road 
won’t handle it in peacetime, and in wartime we would be in a terrible 
box, if I make it clear, sir. 

You understand, gentlemen, that there is no highway connection 
from Portage to Whittier. 

Senator HaypEN. I understand that perfectly. 

We assumed that the highway going down from Portage to Seward 
would take care of the business in lieu of the railroad. 

Secretary Benpetsen. We failed to make it clear that it would 
not, sir 

Senator Corpon. And you need them both? 

Secretary BenpetsEeNn. Yes, sir. 

Senator Corpon. And rather, you need three of them? The rail- 
road from Seward to Portage; the highway from Seward to the north, 
and the rail line from Whittier to Portage. 

Secretary Benpretrsen. That is right. 
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Senator Youne. You need the full amount of the budget request? 

Secretary BeNDrETsEN. To rehabilitate the line the Department of 
the Interior has estimated through their engineers that the work can 
be done for the $9 million request. That would put the road from 
Seward to Portage in proper condition for sustained operation. 
That is not part of the Military Department’s request, you under- 
stand, sir. 

Senator Youna. If half of the amount were granted, you could 
start the work? 

Secretary BENDETSEN. But we could not make it. 

Senator Younae. You could start it. 

Secretary BenpETsEN. I don’t know about that picture, sir. 

Mr. Davis. The problem involved would be the acquisition of the 
necessary rail, the letting of contracts for the road work, the laying of 
the rail, and so on. 

I would think that there would be great economies in keeping the 
operation in as short a period of time as possible. We would get 
better bids I think, and the rehabilitation of the line would, of course. 
be advanced by that amount. 

Time is of the essence in the whole problem. The present line ecan- 
not be expected to carry any load of traffic beyond a few months. We 
are thinking in terms of months rather than years. 

Senator HayDEN. Speaking of time, our time has about run out. 

Does the general want to say anything? Or have we rather 
exhausted the subject? 

General Kepner. [have astatement. I have covered a good many 
points included in the statement. But I would like to read this, if 
you will give me about 7 minutes, if I may, sir. 

Senator Haypen. All right. 


COST OF USING WHITTIER FACILITIES 


General Kepner. I have nothing more to say other than to con- 
tinue what we have said here. If we do decide to build at Whittier 
the installations necessary to make Whittier do all of the job, it is 
going to cost, I am told, by people who I believe know what they are 
talking about, $18 million, which is the estimate they have given me for 
the work inside Whittier. 

If they build the facilities outside the tunnels it will cost $23 million, 
but that will take a matter of 2 or 3 years, and in the meantime you 
will have to keep this road from Seward to Portage anyway, and that 
is going to cost, they tell me, about $4 million. 

So you are going to be out, then, in terms of money, $18 million, 
plus $4 million, to put it all in Whittier, granting that 1t was decided, 
against anything that I would say, to put those facilities at Whittier. 

From the standpoint of money alone it is gomg to cost considerable 
money to do it that way, and that is not the way I had recommended. 


PREPARED STATEMENT 


I would like now, if I may, to read my statement. 

My mission, I think, has been made pretty clear —and that is to 
hold Alaska. 

I, of course, appreciate the opportunity of asking for the assistance 
of Congress in the matter. 
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Alaska is unique in that it is perhaps the only large part of the 
United States that cannot contribute any significant part of the 
supplies and logistics needed for defense, particularly those items 
which are basically a part of and essential for the survival of the 
Armed Forces, either in peacetime or war. 

This is true now of those meager forces presently assigned. It will 
be much more significant when hostilities occur and reenforcements 
must be moved in hurriedly to avoid the loss of Alaska. 

Therefore, it necessarily follows that there must be provided and 
planned-for supplies and transportation complete for operations. 

This entails access to shipping facilities, seaports, railroads, high- 
ways, and air transportation in Alaska. 

At present we have two ice-free seaports, that is, Seward and 
Whittier, for all Alaska for both civilian and military requirements. 
Both are located well for future development and, more important, 
they both dovetail into the logistic scheme for survival in the event of 
a war. 

Both will be needed for expanding activities. Moreover, they fit into 
a definite over-all pattern for transportation that is needed in Alaska. 


ALTERNATE PORT FACILITIES 


It would be extremely critical and probably disastrous, in my 
opinion, if we were tied to only one port during a war because I think, 
under such a condition, an enemy could be bombing or mining our 
one highly congested port, cut us off from practically all supplies 
except the small amount that would come by highway. 

To one who is familiar with Alaskan roads and feeder Canadian 
roads, it will be evident that it would require time and many millions 
of dollars before they can do more than supplement, in a limited way, 
seaports and railroads. 

Moreover, this would require matériel and personnel trained and 
capable of operating and maintaining the highways. 

Therefore, I believe that with only one seaport and connecting rail- 
roads to the main distribution points, we can easily lose Alaska. 
Alaska in the hands of an enemy is a very critical business for all the 
United States and probably the entire Western Hemisphere, in my 
opinion, in the event of a war where the whole arctic area is critical. 

Since the problem of rehabilitation was considered originally, the 
military strength in Alaska has been greatly increased and a huge 
military construction program has been initiated and is now in 
progress, 

As a result there has also been a substantial increase in the civilian 
population and an increasing demand for civilian goods and services 

The largest areas of population are Anchorage and Fairbanks, and 
adjacent to these towns are the largest military installations in the 
Territory. 

Anchorage and Fairbanks are located on the Alaska Railroad. 


TRANSPORTATION REQUIREMENTS 
Transportation facilities in Alaska are critical. We are faced with 


the problem of a great requirement for the transportation of military 
construction materials and military supplies, superimposed upon an 
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increasing requirement for the transportation of civilian goods an| 
civilian construction materials. 

Military construction materials will involve heavy tonnage at least 
through 1955 and 1956. 

The Army now operates the all-year, rail-served port of Whittier 
and has progressively improved port facilities. 

The present and projected facilities at Whittier are suitable for 
military operation, but are not adapted to a civilian port operation. 
Whittier has no civilian community or labor market and is connect 
to the interior only by rail through two tunnels. This isolates it from 
any civilian community. 

he Alaska Railroad operates the Seward terminal, using civilian 
labor drawn from the existing community. Seward is a year-round, 
rail-served port. The Seward-Anchorage Highway connects Seward 
with inland towns located on the highway network. 

The port of Anchorage is closed during the five winter months due 
to the navigational hazard caused by ice conditions in Cook Inlet. 
This port has railroad and highway connections, but has very poor 
facilities. 

Therefore, central Alaska has only two rail-served, all-year ports 
capable of sustaining large-scale cargo operations—Seward and 
Whittier. ° 

Present and anticipated movement of military and civilian ton- 
nages requires the use of existing facilities at both Whitter and 
Seward. On several occasions last summer seven of the eight berths 
at both ports were occupied. An attempt to compress this operation 
into one port would delay vessels and cargo and severely limit tonnage 
capabilities. 

Elimination of the railroad into Seward would entail not only a 
major expenditure at Whittier for additional dock, warehouse, and 
supporting structures, but housing and civilian-community facilities 
to care for the commercial traffic. 

A minimum strategic requirement for central Alaska is two rail- 
served, all-vear ports. 

If emergency conditions required a shift from a port served only 
by rail, to a port served only by highway, with resultant loss of 
existing rail capacity, and sudden requirement for a large amount of 
highway equipment and personnel, we certainly would be faced 
with a perilous situation at a most unfavorable time. 

Reserve highway equipment for emergency purposes is nonexistent 
in Alaska. 

Military operation of Whittier insures continued cargo handling in 
time of emergency unaffected by labor scarcity or disturbance. 

Railroad canvacity is greater and manpower requirements are less 
than for a highway movement. 


SEWARD-PORTAGE RAILROAD LINE NEEDED 


I am of the firm opinion that the abandonment of a major rail 
line now in existence in Alaska is extremely hazardous. There is no 
practical alternative to rehabilitation of the Alaska Railroad line 
be‘ween Seward and Portage and the providing of adequate dock 
fa-'lities at Seward that can meet the strategic requirements imposed 
by the magnitude of the Alaskan defense effort. 
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Therefore, I strongly recommend that the Alaska Railroad line 
between Seward and Portage be rehabilitated with adequate dock 
facilities at Seward so that the railroad may continue to take advantage 
of the existing labor market and community facilities, and, further, 
that military operation of the port of Whittier be continued. 

We can hold Alaska if we prepare to do so before hostilities start. 
But we cannot expect to construct or prepare sorely needed logistic 
lines of communications after a war starts. 

If an enemy succeeds in choking off our supplies, we will face the 
possibility of losing. 

( ‘ertainly it is going to be a terrific expense in both money and man- 
power to win if the port of Seward and the rail connection to Portage 
are not in being at the time. 

Even if we did not have this rail connection at the present time, I 
would think it only prudent to built it. I sincerely believe it to be 
sound wisdom to keep it by rehabilitation without delay. 


METHOD OF DETERMINATION OF COST TO DEVELOP WHITTIER 


Senator Haypren. There is one statement that you made that it 
might be helpful if you were to amplify it, and that is how you arrive 
at the figures which indicate that it would cost practically twice as 
much to develop the port of Whittier as it would to carry out this 
railroad rehabilitation job. 

You do not have to give us that now, but I think the committee 
would be interested in it if you could amplify ’ your sources of informa- 
tion and tell us how you have arrived at those figures. 

Secretary BeNpETSsEN. We can provide a letter for the committee. 

Senator Haypen. If you can do that, we will appreciate it. 

Secretary BENDETSEN. The point, of course, is that there are no 
civilian community facilities at Whittier now. 

Senator HaypEN. I understand, but the statement has been made 
that a certain sum would be necessary, and we would like to know how 
you arrived at that. 

We thank you, General. 

Secretary Benprersen. Thank you very much, Mr. Chairman and 
gentlemen, for this opportunity of appearing. 


OTHER THAN MILITARY CONSIDERATIONS 


Mr. Davis. With your permission, Mr. Chairman, if we are now 
leaving this Alaska Railroad item, I should like to make a very brief 
statement. 

Senator Haypen. All right, proceed. 

Mr. Davis. We have, I think logically, put the military portion of 
this rehabilitation ahead of all other considerations here, and we have 
been very grateful, as I said earlier, that Assistant Secretary Bendetsen 
and General Kepner were able to come to present it from their own 
point of view. 

| would not like the committee to get the impression, however, that 
there are not also other very important considerations, both on behalf 
of the railroad and on behalf of the civilians, the movement of civilian 
tonnage into Alaska, which affects this point. 
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General Kepner. Sir, I have nearly 5,000 miles to go, and I am due 
there tomorrow. If you will excuse me—— 

Senator Haypren. Thank you, General Kepner. We appreciate 
your appearance very much. 

General Kepner. I certainly appreciate the courtesy with which | 
have been received, and I will be very glad to answer any questions 
that come along. We are pretty far afield, sir, but the answers are 
available. 

Senator O’Manoney. General, good luck to you on your trip back. 

General Kepner. Thank you, sir. 


PORT FACILITIES AND TONNAGE AT ANCHORAGE 


Mr. Davis. The first thing that I should like to invite the attention 
of the committee to is this: About 60 percent of the total revenue 
tonnage of the railroad goes into Anchorage and the Anchorage 
area. Ido not have the precise figures, but it is in the neighborhood 
of 60 percent. 

A very great portion of that is civilian tonnage moving to the city 
of Anchorage, consisting of supplies of all kinds, foods, and all of the 
ordinary articles of commerce and supplies for the very large and 
important « construction program that is going on in that area, nol 
only in terms of military construction, but also publie works, housing, 
and a great many other fields. 

Now, the Congress has provided something like $100 million as 
an investment in the Alaska Railroad as a means of saving that area 

It is absolutely necessary to the soundness of the railroad operation 
itself, the economic operation of the railroad itself, to handle the 
tonnage into the Anchorage area. The railroad could not exist as a 
going enterprise, it seems to me, if it were then deprived of any large 
portion of the tonnage going into the Anchorage area. 

Now, if the military necessity requires them to use the port of 
Whittier, exclusively, as a military port—and that is their present 
position—the railroad would have no way of handling the civilian 
tonnage into Anchorage, would have no way of handling that tonnage 
at all, and would lose all of the tonnage going into Anchorage. 

It would be absolutely necessary for the railroad in connection with 
the civilian tonnage, to share in the port of Whittier, but as Assistant 
Secretary Bendetsen has pointed out, that could only result at the 
present time in extreme congestion and probably in the impossibility 
of handling civilian tonnage for Anchorage and Fairbanks to an) 
large extent through Whittier. 


DEVELOPMENT OF TRUCKING INDUSTRY 


That would mean, of course, the rapid development of the trucking 
industry with which we have no quarrel and of which we cordially 
approve 

There is developing in Alaska a trucking industry carrying very 
sizable amounts of cargo, both from the port of Valdez and from the 
port at Seward, which ‘has been opened to trucking by the completion 
of this highway. 

But I want to make the point very strongly that it is impossible to 
consider the railroad a sound economic enterprise unless it is able to 
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keep up the heavy flow of civilian tonnage from tidewater into the 
Anchorage area and the other points. 

Senator Corpon. Mr. Davis, what does that have to do with the 
problem we have at hand? Frankly, I am confused. 

Do you mean to raise the proposition that it is economically unsound 
to rehabilitate this railroad? 

Mr. Davis. The point is that if we create a condition in which 
Whittier would be exclusively or even to a very large’ extent for 
military traffic only, the railroad would have no way of handling the 
civilian traffic into the rehabilitated area and it could not operate. 
The only way for the civilian population of Alaska then to get the 
cargo they need would be through trucking which would of course 
deprive the railroad of business, for which it has been built. 

Senator O’Maunonry. Well, that is an unfortunate circumstance 
that you cannot avoid in the event the military traffic is necessitated 
by war conditions. 

Mr. Davis. That is quite true. We would have no complaint, of 
course. We could have none if it became necessary for the military 
to take over. 

Senator O’Manonery. There would not be any civilian activity then, 

Mr. Davis. If it became necessary for all of the civilian activities 
to be taken over and then be operated as a military proposition. 


JOINT OPERATION ANTICIPATED 


What we are now doing and what we hope to be possible is to make 
a continuous joint operation which would take care of the large civilian 
growth and the increasing volume of civilian tonnage in the same way 
that we are attempting to meet the military needs in the area. 

Senator O’Maunonery. Mr. Chairman, are you going to hear Senator 
Thomas now? I have a date with the radio at 12:30, so I would like 
to go into the matter of the trust territory. 

Senator Corpon. I can defer my lunch to 12:45. 


Trust TeRRITORY OF THE PaciFic ISLANDS 


STATEMENTS OF ELBERT D. THOMAS, HIGH COMMISSIONER, 
TRUST TERRITORY OF THE PACIFIC ISLANDS; JAMES P. DAVIS, 
DIRECTOR, OFFICE OF TERRITORIES, DEPARTMENT OF THE 
INTERIOR; EMIL J. SADY, CHIEF, PACIFIC DIVISION, OFFICE 
OF TERRITORIES, DEPARTMENT OF THE INTERIOR; AND JAMES 
A. McCONNELL, DEPUTY HIGH COMMISSIONER OF THE TRUST 
TERRITORY OF THE PACIFIC ISLANDS 


AMENDMENTS REQUESTED 


Senator Haypgen. Mr. Davis, I understand that you have 10 sep- 
arate amendments that you want inserted in the bill, and among them 
| assume is the one that you asked our former colleague, Senator 
Thomas, about, 

Mr. Davis. Yes, Mr. Chairman. There are several. 

Senator HaypEeN. For the record, I will put all 10 of those in, and 
then you can take them up in any order you please. 

(The material referred to follows:) 
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OFFICE OF TERRITORIES 





ADMINISTRATION OF TERRITORIES 


(Estimate, $14,080,000; act, $7,020,000 + $463,000 pending supplementa!, 
E including pay increases) 


(House hearings, pt. 2, pp. 410-496) 
(Supplemental House hearings, pp. 4-13) 
(P. 29, lines 1, 6, 7, 8, 11, 12, 15, 19-25, p. 30, lines 1-13) 


(1) Page 29, line 1, after the parenthesis and before the semicolon insert the 
following: “, and expenses of the High Commissioner of the Trust Territory of 
the Pacific Islands appointed pursuant to the trusteeship agreement approved 
by Public Law 204, Fightieth Congress”’. 

(2) Page 29, line 6, after the parenthesis and before the senicolon msert the 
following: ‘‘and the Trust Territory of the Pacific Islands under the trusteeship 
agreement approved by Public Law 204, Eightieth Congress”’. 

(3) Page 29, line 7, after the word “Islands” insert a comma and strike out 
the word: ‘‘and’’, 

(4) Page 29, line 8, after the word “Samoa,” insert the following: 

“and the Trust Territory of the Pacific Islands,’’. 

(5) Page 29, line 11, strike out ‘‘$8,703,037” and insert in lieu thereof ‘‘$14,000, 
441’’—an increase of $5,297,404 in the appropriation. 

(6) Page 29, line 12, after the word “governments” insert the following: “of the 
mt Islands, Guam, American Samoa, and the Trust Territory of the Pacific 
slands’’. 

(7) Page 29, line 12, after the word “governments” strike out the words: 
*therein provided for’. 

(8) Page 29, line 15, after the word “Territories” insert the following: “, in- 
cluding the Trust Territory of the Pacific Islands,’’. 

(9) Page 29, line 19, after the word ‘‘necessary” insert the following: ‘‘in car- 
rying out the provisions of Article 6 (2) of the trusteeship agreement approved 
by Public Law 204, Eightieth Congress”’. 

(10) Page 29, lines 19 through 25, and page 30, lines 1 through 13, after the 
word “necessary”’ strike out the following: ‘‘: Provided further, That on and after 
July 1, 1952, all receipts from operation of the Trust Territory of the Pacific 
Islands, including receipts of all agencies or instrumentalities established or util- 
ized by such Trust Territory or by other agencies or instrumentalities of the 
United States in administering such Trust Territory, shall be paid into the Treas- 
ury as miscellaneous receipts, and all financial transactions of such Trust Territory 
and of such agencies and instrumentalities shall be audited by the General Ac- 
counting Office in accordance with the provisions of the Budget and Accounting 
Act, 1921 (42 Stat. 23), as amended, and the Accounting and Auditing Act of 
1950 (64 Stat. 34). Receipts and expenditures of such Trust Territory and of 
such agencies and instrumentalities shall, except as otherwise expressly provided 
by law, be subject to all laws relating generally to the budgeting, rec2ipt, custody, 
and application of public monies: Provided further, That no part of any appro- 
priation in this Act shall be used in the administration of the Trust Territory of 
the Pacific Islands for any purpose not authorized by law’’. 


House Report 
““PRUST TERRITORY 


“Funds programed for the operation of the Trust Territory of the Pacific 
Islands are included in the appropriation item Administration of Territories. 
The committee recommends an appropriation of $4,876,500 for this program 
against budget estimates of $10,173,904; of which $1,900,000 was included in 
House Document No. 359. This is a reduction of $5,297,404 below the budget 
estimate and is $300,000 less than the amount estimated to be available during 
1952 through appropriations and local revenues. 

“The Trust Territory of the Pacific Islands is made up of the island groups 
known before the last war as the Japanese Mandated Islands. These islands were 
under the control and administration of the Navy from the close of World War |! 
until Julv 1, 1951, at which time they were transferred to the jurisdiction of the 
Interior Department. The islands are administered by the United States under 
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a trusteeship agreement with the United Nations whieh agreement was approved 
in 1947 by the Congress. 

“Up to the present time there is no organic legislation for administration of the 

islands. The fact that this would be a stumbling block in the way of obtaining 
appropriations for administration of the islands was made clear to those responsible 
for proposing legislation in the action of the House on this item in the 1952 appro- 
priation act. 
“In view of the lack of action to obtain such legislation, the committee instructs 
the Department of the Interior to prepare and seek action on organic legislation 
immediately. With respect to this matter, language has been included in the 
accompanying bill to preclude the expenditures of any of the monies appropriated 
therein until proper authority in law for such expenditures is in existence. 

“In the absence of organic legislation, the committee is entirely without guide- 
posts in evaluating the programs for which appropriations are being requested for 
the fiscal year 1953. On the other hand, it is obvious that the United States has 
very definite responsibilities in management and defense of these islands, not only 
under the trusteeship agreement with the United Nations, but because of the 
tragically high cost paid with American lives in acquiring them. In view of these 
facts, and in light of the testimony offered during the hearings, the committee has 
recommended an appropriation of approximately the same anount as has been 
available during the year 1952, but will in no wise consider requests for addi- 
tional funds in the absence of proper legislation. 

“Additional language provisions contained in the bill are designed to establish 
proper accountability of appropriated funds, to return revenues from the trust 
territory to the Treasury of the United States, and to provide for the proper 
control of any other financial operations in which the High Commissioner and his 
staff are, or may become, involved. 

“The activities to be financed under the appropriation of $4,876,500 recom- 
mended in the bill are shown in the tabulation which follows. The specific 
amounts allowed for each item are to be adhered to without exception. 

Amount 

“High Commissioner’s office _ _ _- See ee siuers JL eee 
JUGS CDRs occas Bs kgs yo oy 38, 000 
Grants: 

General administration__ _. * ube Rare wes eters 2, 100, 000 

Legal and public safetyv___- 140. 000 

Agriculture assistance and land 195, 000 

Public health _ — — — - ao ; 624, 500 

Education. ._____. e. 375, 000 

Public works _. 1, 350, 000 


Total _ -. : ; . 4, 876, 500 


“In accomplishment of the trust-territory program, it is the committee’s desire 
that the process of returning lands to those islanders who have been previously 
dispossessed be moved ahead as rapidly and with as little legal formality as is 
absolutely necessary. It is also the wish of the committee that increased efforts 
be made to emplov islanders throughout the territory to reduce the number of 
(American personnel on the rolls.” 


JUSTIFICATION 


The amendments herein restore the provisions in the language as submitted in 
the President’s budget to authorize expenditures for the administration of the 
Trust Territory of the Pacific Islands; delete the provisions in the language in the 
bill releting to the receipts from operation of the trust territory, and request the 
restom>tion of $5,297,404 of the $5,376.963 reduction made by the House in the 
budget estimate. 

Explanation of amendments (1), (2), (4), (8), and (9).—These amendments 
restore language which was included in the President’s budget and which is 
necessary in order to authorize expenditures necessary for the administration of 
the Trust Territory of the Pacific Islands. 

Explanation of amendment (3).—This amendment inserts a comma and deletes 
the word ‘‘and’’ which was inserted by the House committee. 

Erplanation of amendment (5).—This amendment restores $5,297,404 of the 
$5,376,963 reduction made by the House in the budget estimate, which is dis- . 
tributed to activities as follows: 
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| 
| Appro- | Budget | Restora- 
Activity salen. | estimate, a tion re- 
| 1952 1953 | quested 
| | | | 
1. Territory of Alaska: | | 
(a) Governor's office....................-...-...-| $98,376 | $112, 760 | $112,760 |... 
(b) Legislative expenses sedotarlapalhe lis alate | 8, 000 48, 000 j-....... 
(c) Care and custody of Alaskan insane. seid 502, 901 | soe 600 | 550,600 j...._. 
2. Territory of Hawaii: 
(a) Governor’s office sel kt : 38, 265 | 42, 216 | 42,216 |... 
(b) Legislative expenses. _._...____. GR) Pao Ras 46, 700 | 46, 700 |. 
3. Virgin Islands: } 
(a) Governor’s office scimitar ae ee 278, 530 | 329, 000 | > i 
(6) Grants to muncinalities.__ 7 Sad 745. 000 745, 000 | 745, 000 |___. 
(c) Agricultural assistance._.............- J 49,988 |.......... fsck ite 
4. Guam. i | 
(a) Governor’s office_._.._._____- ae aa 55, 430 | 63, 700 On. 700 |... 
(c) Legislative expenses. | 20, 980 | 23, 300 23, 300 |_- 
(e) Administration of sec. 26 (c), Public Law 630, | i | 
I Ee a oY de 150, 000 | 150, 000 | 150, 000 |.._... 
5. American Samoa: 
(a) Governor’s office_.__..._._.__- ‘ a 45, 390 56, 425 | 50, 254 |. 
(b) Grants Lat atelvake Meee ; saa : | 586,207 | 1, 290, 000 1, 290, 000 
(c) Legislative expenses... : } 12, 384 27, 000 27,000 | 
(¢d) Chief justice and high court... | 23,990 | 33, 675 33, 675 | 
6. Trust territory: 
fe) High Commissioner’s office ‘ ‘ | 54, 444 | 58, 904 54, 000 $4, 904 
(5) Grants a ee ae 2 ee ; | 4,483,251 , 10,060,000 4, 784, 500 | 5, 275, 500 
(c) Judiciary. .--- See ; i. 38, 832 55,000 | 38, 000 | 17, 000 
7. Canton Island administration........---...-..--.-.-|-------__- 4 17,000 | 17,000 | 
&. General administration.__...........- bet ne 304, 082 370, 720 | 304, 082 
a I See ' 7, 483,000 | 14,080,000 | 8,703,037 | 5, 297, 404 


7 Includes pending supplemental including pay i incre: aSe@s. 


A breakdown of the restoration request by objects of expenditure follows: 


Pasmenes g0rvines. <x occ sn ue cn. sak Bl die Sakae ehh oe arc de a ls ce ee $16, 142 
NE ei Sota eae Ee i a ee eS Dans a i 4, 129 
Transportation of things ________- Fis a Ricaked ttle han eh gtunsiis eRe 1, 500 
RN RO nn ee erst ee aetna 133 
Geents, Subsidies; and contributions.....~ . 6. oo db ccc cee sn wu 5, 275, 500 

RS ied). Ss Bab aes Decide eat cis: Rie Gus Soke cb BW hinin & bee mae 5, 297, 404 


The entire restoration of $5,297,404 requested herein is applied to activities 
under the Trust Territory of the Pacific Islands, and the need therefor is justified 
as follows: 


High Commissioner’s office 

Based on the current classification schedule, it is estimated that $46,310 of the 
amount requested for the Office of the High Commissioner will be required for the 
salaries and cost-of-living allowance of the High Commissioner, the Deputy High 
Commissioner, and two secretaries. The balance is necessary to cover incidental 
expenses necessary in the administration of the islands. 

The Congress has traditionally made direct appropriations, apart from grants, 
for the support of the chief executives and their staffs in the territories. It is, 
therefore, requested that this procedure be followed for the High Commissioner’s 
office of the Trust Territory of the Pacific Islands, and that restoration of $4,904 
be made to permit full payment of salaries for the minimum staff, necessary travel, 
and other expenses. 


Grants 

On the basis of experience in administering the trust territory during the present 
fiseal year, it can be stated emphatically that the sum of $4,784,500 approved by 
the House committee as grants will be totally insufficient to permit continuation 
of existing publie services, nor will it permit replacement of dilapidated power 
plants, refrigeration plants, houses, or other structures which are becoming 
increasingly difficult and costly to maintain. The total cost of these programs is 
estimated at $10,742,777, of which $7,160,502 is for operating costs and $3,582,275 
for emergency construction and replacement of worn-out facilities. Sinee it is 
estimated that $682,777 will be collected in local taxes and other revenues, 
$10,060,000 will be required in the form of grants, if the amendment permitting 
the trust territory to utilize local revenues is approved. 

Unless restoration of the amout originally requested of the House is made, 
drastic reductions will be required in basic public services, such as education, 
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health, administration of justice, transportation, and communication. Under 
the trusteeship agreement with the United Nations, the United States has under- 
taken obligations with respect to all these services. 

The restoration of the $5,275,500 reduction made by the House in the budget 
estimate for grants is distributed to activities as follows: 


Requested Approved Restoration 


General administration $3, 588, 318 $2, 10), 000 $1, 438, 318 
Legal and public safety...-......-..-..- ae 199, 973 140, 000 59, 973 
Internal affairs (includes commerce, agriculture, and land- | t 
title) ; 466, 610 195, 000 | 271, 610 
Pei PR idecatineindanadtabsvenicean> atiicwe seem ewes ensesace} 739,911 | 624, 500 | 115, 411 
Education eens ti fo | 548, 218 375, 000 173, 218 
Public works. ..----.--.-.-- Wiitéeedsesee ee 5 1, 617, 472 267, 472 
Construction 3, 582, 275 | 3, 582, 275 
CeCe dante eineenendmesinne : 10, 742. 777 4, 784, 500 5, 958, 277 
Boss ROGER SUVONINE . wo. oid cede cecenues wkwwde ; 682, 777 ; : 682, 777 


Grand total. ....- JUL. Weetlntp hhh ott einek a 10, 060, 000 | - i 5, 275, 500 





General administration 


Included in this item is the contract cost for surface and air transportation 
within the trust territory. For fiscal 1952, the cost of these minimum trans- 
portation services will amount to approximately $1,950,000. If these costs are 
similar for fiscal 1953, and they are more likely to rise with increasing costs 
generally, there would be only $159,000 available for other general administrative 
expenses on the basis of the Hous» committec’s approved amount of $2,100,000. 
Other general administrative expenses include such items as salaries for district 
administrators, finance and supply operations, and personnel management. 
These functions could not be financed on $150,000; therefore restoration of 
funds is requested under this item. 


Legal and public safety 

This department is responsible for a wide range of activities such as main- 
tenance of public safety; rendering of legal opinions; preparing, reviewing, and 
interpreting contracts and other legal documents; conducting, prosecuting, and 
defending suits before the judiciary; drafting necessary legislation; promulgating 
laws and regulations; directing enforcement of laws; controlling alien property ; 
processing claims against the trust territory and the United States; and other 
legal duties. Restoration is requested for the support of these important duties. 


Internal affairs 


Included under this item are requests for sums in support of political affairs, 
the development of commerce and agriculture, and land-title work. These 
activities form the core of the programs which will develop self-government 
in the territory and which, by developing local revenues, will reduce the adminis- 
trative costs to the Federal Government. 

In the economic field the native population must be assisted in the development 
of their resources and encouraged to assume responsibility for the operation of 
the economy. Old cash crops must be rehabilitated and new ones developed. 
While emphasis must be on agriculture, related commercial activities in the 
nature of trade, small business, fishing, transportation, mining, and forestry can- 
not be neglected. Promotion of these activities, will result in greater local 
revenues and increased contributions by the inhabitants to support of the goy- 
ernment, 

The prompt return of the land to the people is a vital need in the territory. 
Considerable work is required to identify and establish land claims. Ownership 
must be determined, property holdings surveyed or marked, and rental or damage 
claims assessed. 

In view of the importance of the three programs outlined above to self-govern- 
an and increased local revenues, it is requested that restoration be made for 
this item. 


Public health 


This fundamental service includes the provision of medical and dental services; 
operation of six principal hospitals, a leprosarium, and more than 70 dispensaries 
and first-aid stations in a very widely scattered area. In addition, training is 
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provided to native laboratory workers, X-ray and dental technicians, nurses, 
pharmacists, sanitarians, and health aids. An important aim of the program is 
the eventual filling of responsible positions by islanders. 

Without restoration as requested, reductions will have to be made in this vita! 
program with resultant hazards to public health in the territory. 


Education 


Education is perhaps the most basic program in developing self-government 
in the territory and reducing Government costs. Through education the in- 
habitants will become trained to replace state-side personnel. Funds are required 
for the support of the central school at Truk, which provides teacher training 
and vocational education; for the intermedjate schools at each of the six district 
centers; for supervision and assistance to over 100 elementary schools, and for 
adequate staff work. : 

For these purposes restoration is considered necessary to bring the amount 
under this item up to the original request. 


Public works 


Virtually all construction in the trust territory was of a temporary nature in 
the period immediately following the war. Public buildings, power plants, refrig- 
eration plants, warehouses, and housing for administration personnel have thus 
reached a point of very serious deterioration and maintenance costs are extremely 
high. This condition is making the task of the Public Works Department un- 
usually difficult and restoration is considered essential for the maintenance and 
operation of the existing plant and facilities. 


Construction 


Because of the uneconomic condition of facilities in the territory, it is considered 
that a genuine emergency exists for beginning a permanent construction program 
in each district during 1953. Power systems, water systems, marine facilities and 
sewer systems are direly needed in various parts of the territory. In addition 
there is need for schools, warehouses, and hospital additions. It is felt that urgent 
attention must be given to housing for administrative personnel if a substantial 
turn-over of employment is to be avoided and morale and efficiency improved. 
For these reasons it is considered of utmost importance that restoration be made. 


Allocation of grants 


The restoration of $5,275,500 requested herein for grants, is based on the 
assumption that estimated local revenues in the amount of $682,777 will be 
available for expenditure. If the provision inserted in the language by the House 
requiring that local revenues be deposited in the Federal Treasury is retained in 
the bill, the estimate under grants should be increased by $682,777. 

The House committee in its report on the trust territory appropriation. stated 
that the specific amounts allowed for each item in its report are to be adhered to 
without exception. While the trust territory government could be coudueted, if 
adequate funds were available, under such limitations on the use of funds, this 
rigidity might well be a serious handicap in meeting emergency situations or 
permitting a change of emphasis which unforeseen conditions might make desir- 

able. Failure to meet such emergencies or changing conditions could have 
* serious repercussions and could result in failure to make the most efficient use 
of the money appropriated. This matter merits the Senate committee’s attention. 


Judiciary 


The judicial system in the trust territory is composed of a high court, six district 
courts, and municipal courts. To staff this judicial system, an appropriation 
request of $55,000 was made. This amount would provide for the chief justice, 
-an associate justice, two court reporters, one native judge and clerk of court in 
each of the six districts, and the salaries of various interpreters. 

Because of the desire to establish an independent judiciary, in keeping with 
fundamental principles of government, it is desired to bring within the scope of the 
direct Federal appropriation the judicial personnel of the district courts. This 
accounts in large part for the increased request over fiscal year 1952 in personal 
services. The reduction of $17,000 recommended by the House committee would 
make this program impossible. 

Explanation of amendments (6) and (7).—The amendments delete the words 
‘“‘herein provided for” in the provision to authorize territorial and local govern- 
ments to make purchases through the General Services Administration, and 
restore language recommended in the budget estimate which enumerates thc 
territories and island possessions and the trust territory to which the provision 
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would apply. This is necessary to assure that there will be no question as to the 
application of the provision to the trust territory. 

Explanation of amendment (10).—This amendment deletes language which 
wes inserted by the House. This change in the language is essential for the 
following reasons: 

The requirement of the bill that all receipts of the trust territory and its instru- 
mentalities must be deposited into miscellaneous receipts of the Federal Treasury 
(a) would reduce funds available for territorial administration to the point where 
it would be virtually impossible for the Federal Government to carry out its 
obligations under the United Nations trusteeship agreement; (b) would take away 
the incentive of island communities and the territorial government to increase 
jocal revenues and thus would make the territory even more dependent on Federal 
vrants; (c) would prevent the operation of revolving fund credit and other activities 
established with local funds; and (d) would jeopardize the status of certain 
funds for which the trust territory government acts as trustee for the local inhabi- 
tants and others which the United States has reported to the United Nations are 
being set aside for economic development purposes. Also, since the territory is 
neither a possession of the United States nor under United States sovereignty, 
public lands there are under the jurisdiction of the territorial government and it 
would be improper to deposit the proceeds from the lease of such lands to the 
Federal Treasury. 

The proviso that “no part of any appropriation in this act shall be used in the 
administration of the trust territory for any purpose not authorized by law’’ would 
appear to make the continued operation of government in the trust territory after 
July 1, 1952, dependent upon the enactment of organic or other authorizing legisla- 
tion. The committee states in its report that “language has been included in the 
accompanying bill to preclude the expenditure of any monies appropriated therein 
until proper authority in law for such expenditures is in existence.’”? While there 
is other language in the committee’s report which could be construed as making 
this injunetion applicable only to additionel appropriation requests, the retention 
of this proviso clause will at best cause confusion and misunderstanding and, if 
interpreted literally, could result in complete chaos within the trust territory. 
Without Federal funds and with a stipulation that local revenues be deposited 
to the United States Treasury, the territorial government would, of course, have 
to cease its operation and the United States would be unable to fulfill its trustee- 
ship responsibilities. 

Authorization for the United States to administer the trust territory is contained 
in the trusteeship agreement approved by the United Nations and, upon authoriza- 
tion by the United States Congress, by the President on behalf of the United 
States Government. With respect to specific legislation, a draft of organic legisla- 
tion has been submitted to the Senate and is pending before the Senate Interior 
and Insular Affairs Committee. It is hoped that congressional action on this 
legislation will be expedited. Congress itself will, of course, determine when it 
will act on this legislation. However, even pending the enactment of this legisla- 
tion, there is ample evidence that the Congress itself has approved the international 
obligations undertaken by the United States in this territory and has considered 
the appropriation of Federal funds to carry out these obligations to be appropriate. 
The Congress has previously appropriated funds to the Navy Department and to 
the Interior Department for the government of the trust territory. 


Senator Haypren. At this point I will insert in the record the justi- 
fications for an amendment to the budget submitted in House Docu- 
ment No. 359. 

(The justifications referred to follow:) 


OFFICE OF TERRITORIES 


Administration of lerritories 
Budget estimate, 1953___- jwaiaetw oleh $12, 180, 000 
Proposed increase se 


tevised estimate, 1953 14, 080, 000 
PURPOSE AND NEED FOR REVISION OF ESTIMATE 


This amendment to the 1953 estimate for administration of territories covers 
additional funds in the amount of $1,900,000 required for construction projects 
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in the trust territory of the Pacific islands. These funds will be applied to 
hospital, school, and housing projects which were originally scheduled to be 
included in a separate 5-year construction program. It is now apparent that 
the need for these projects is acute and that unless some relief is given to the 
employees now in the districts, in the form of better housing and living conditions, 
the trust territory will be faced with a tremendously increased turn-over in em- 
ployment with its resultant loss of time, money, and efficiency. Plans for this 
construction were not sufficiently advanced at the time of the regular budget 
submission to permit accurate cost estimates. 
A detailed justification of the proposed projects is submitted herewith. 


Amounts available for obligation 


Appropriation or estimate: 


RGR ie Cees os 2b os ck So etieoee e Reesiut $12, 180, 000 
Revised estimate_____._--- Spee eee eltcle ih wx iaste «22: 1d 4-080, 000 
PeMerenes) a3 bowie i. Seba be ai ae a is ‘ _... +1, 900, 000 


GRANTS, TRUST TERRITORY 


The purpose of the amendment to the request for appropriations for the govern- 
ment of the trust territory for fiscal year 1953 is to provide funds to construct per- 
manent buildings in the six districts; 75 percent of the funds will be used to con- 
struct single houses, duplex apartments, and transient quarters. This will take 
care of approximately 50 percent of the housing needs in the districts and it is 
anticipated that a comparable sum to complete that work will be requested in 
fiscal year 1954. 

The construction will be permanent with all building walls, except warehouses 
and shops, to be of cement coral blocks, floors to be concrete and roofs to be tran- 
site sheeting or asbestos shingles. Experience to date indicates that such con 
struction will be self-liquidating through decreased maintenance costs over a 
15-year period which is substantially less than the life of the structures. This re- 
quest might have been included in the original appropriation request for fiseal 1953 
except for the fact that when preliminary estimates for that request were prepared, 
8 months ago, it was anticipated that a separate 5-vear construction program 
would be developed of which this would have been a part. It has since becony 
obvious that unless some relief is given to the employees now in the districts, i: 
the form of better housing and living conditions we will be faced with a tremen- 
dously increased turn-over ofemployment. Substantial savings of time, efficiency, 
and money will be effected if such a turn-over can be avoided. Existing housing 
and other structures to be replaced—all temporary quonsets built during World 
War II —are in deplorable condition and are extremely costly to maintain. 

The other buildings which are planned are also urgently needed inasmuch as th 
improvements to hospitals are required for the health of our employees as well as 
for the native population, the schools are essential, if we are to meet district de- 
mands in the education field, and the warehouses and shops will quickly pay for 
themselves through more efficient operations. In view of these facts it is believed 
that the request for funds in the amount of $1,900,000 is thoroughly justified. A 
detailed analysis by districts is attached. 

New construction (compiete units, $1,470,000) 

Single houses, $780,000.—The funds requested will be used to construct 52 
detached two-bedroom houses in the various districts and equip them with refrig 
erators, ranges, water heaters, and washing machines. The construction will be 
permanent with cement coral block walls on concrete slabs, and with roofs of 
transite sheeting or asbestos shingles. All wooden members will be termite- 
proofed. The permanence of the construction will reduce later maintenanc: 
costs by a substantial figure compared to the present maintenance costs of the 
worn-out quonsets now in use. The purchase of refrigerators and washi' 
machines is justified by the reduced expense of transportation of employees 
household effects to and from the area. 

Duplex apartments, $400,000.—The funds requested will be used to construc! 
20 one-bedroom duplex apartments in the various districts and to equip them tli 
same as the single houses. They will furnish quarters for couples without chi! 
dren and for single women. For purposes of flexibility of housing assignment- 
some will be constructed with joint kitchen and dining facilities and some wit! 
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separate. This design will permit the minimum cost of housing construction as 
opposed to building all single-familv units. 

Transient quarters, $130,000.—The funds requested will be used to construct 
simple lodging quarters for transients, including crews of the planes which serve 
the districts, as well as quarters for single male enplovees where appropriate. 
Thev will be constructed in the four districts of Saipan, Yan, Ponape, and Majuro 
where no such facilities now exist. They will have single rooms and a single 
kitchen and dining room arrangement. Their construction will be similar to 
that of the single and duplex houses with respect to building materials and basic 
simple desien 

Schools, $160,000.—'1 he funds requested will be used to provide an intermediate 
school of adequate size in the Saipan districts. This will release the building now 
being used and make it available for an urgently needed elementary school which 
would be under Saipanese management. It will permit furnishing intermediate 
schooling to more than 50 applicants now denied such schooling because of a lack 
of facilities despite the fact that the present intermediate school is being conducted 
on a split session basis. It will also provide for additional buildings in the Ponape 
and Majuro districts to provide for expansion of vocational training in keeping 
with the local educational needs of those districts. 


New construction (additions to present buildings, $225,000) 

Hospital additions, $145,000.— The funds requested will be used to construct 
badly needed additions to the hospitals in all districts except Majuro which has 
buildings adequate to meet present needs. The additions as they are built will 
be of permanent construction with the long-range plans of later replacing certain 
portions of the existing buildings with similar construction. They will provide 
space for segregation of tubercular patients which is at present impossible with 
the inadequate space and will generally permit safer and more sanitary operation 
of the hospitals. 

School additions, $80,000.—The funds requested will provide a first step in 
building additional rooms to take care of increased enrollment of qualified students 
now denied the advantage of schooling beyond the sixth grade because of a lack 
of school facilities. 


Relocation and reconstruction of existing structure, $105,000 
% g ’ , 


Warehouse, $55,000.—The funds requested will be used to dismantle and rebuild 
at new sites existing warehouses on Saipan and one on Majuro. The warehouses 
will have transite sides and sheet metal roofs and will be erected on concrete 
slabs. Their construction will permit more efficient handling and storage of 
supplies and will eut stevedoring and hauling costs. The resultant savings are 
estimated to be sufficient to pay for the operation within 3 vears. 

Shops, $50,000.—The funds requested will be used to dismantle two warehouses 
on Saipan and erect them for shop facilities at Truk. These shops will be equipped 
to rehabilitate various types of equipment now in the districts which are not 
usable in their present condition. The shops will also be used to keep all types 
of equipment in good repair. This will inelude publie works equipment, elec- 
tronics equipment, office equipment and some hospital equipment. Centralizing 
the major repair operations will greatly reduce the amount of spare parts which 
must be carried in stock and minimize the labor costs of the repair operation. 
Savings through cannibalizing presently unusable equipment will in themselves 
go a long way toward defraying construction costs. 

Engineering and supervision, $100,000 

The funds requested for surveys, designs, and supervision of construction are 
considered to be a reasonable estimate of the cost of such operations. The esti- 
mated cost of surveys and designs amounts to approximately 3 percent of the 
total cost of the projects and it is intended that this work will be awarded to a 
private engineering concern on a contract basis in order to avoid the employment 
of additional staff. Necessarily the supervision will be carried on by personne! 
within the Department of Publie Works and the estimated cost at less than 3 per- 
cent of construction cost is believed to be reasonable. 


98400—-52-——24 
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ADMINISTRATION OF TERRITORIES, OrrICE OF TERRITORIES 


Obligations by activities 





1953, in | Revised esti- | 


budget | mate Difference 


Description 


1. Territory of Alaska: | 
(a) Governor’s office .......-- ead cae ; $112, 760 $112, 760 |___- 
(db) Legislative expenses. 1 ere 48,090 48, 000 |...--.. 
(c) Care and custody of Alaskan insane......--...--- 559, 600 559, 600 |__. 
2. Territory of Hawaii: 
(a) Governor’s office.._......-.-- Bs rei coke 42, 216 ie a, 
(b) Legislative expenses._------ eon : 46, 700 46, 700 | 
;. Virgin Islands: 
(a) Governor’s office. . ; d ant 320, 090 320, 000 |... 
(BY Grants to municipulities__ - d Leto od 745, 000 745, 000 | 
Guam: 
(a) Governor's office....-.... 63, 700 63, 700 
(c) Legislative expenses int 23, 300 23, 300 
(e) Administration of sec. 26 (ec), Pp ublic Law 630, 8ist | 
Cong aon . 150, 000 | 150, 000 
American Samoa: | 
(a) Governor's office. P ae aa ae 56, 425 56, 425 
(6) Grants J éddée y 1, 290, 099 | 1, 290, 009 
* (c) Legislative expense 3 7 led : | 27, 000 27, 009 
(d) Chief justice and high co irt - cannes cee 33, 675 33, 675 
lrust Territory: 
(a) High Commissioner’s office ; aie | 58,904 5%, 904 
(6b) Grants. Seal bale ail 8, 160, 090 10, 060, 099 +$1, 900, 000 
(c) Judiciary . iia anna lian want Seoalal 55, 000 55, 000 |_. 
Canton Islind administration. _- acl 17,090 17,000 
General ad ministration -—....-- Seunn deeds ‘ | 370, 720 370, 720 |. 








Obligations incurred TAS: 12, 180, 000 14,080,000 | +1, 900,000 


AUTHORITY FOR ADMINISTRATION OF TRUST TERRITORIES 


Senator O’Manonry. Before Senator Thomas goes ahead, I would 
like to make a preliminary statement, and I am perfectly willing to 
risk the 15 minutes of exclusive opportunity that my friend from 
Oregon will have in my absence. 

Mr. Chairman, it will be recalled that when this appropriation bill 
was before the committee a year ago there was a great deal of uncer- 
tainty among the members of the ‘committee with respect to the au- 
thority upon which the administration of the trust territories was 
being conducted. 

[t was pointed out that while the United States had assumed certain 
obligations under the United Nations agreement, there was no act of 
Congress setting up any standards for the civilian government of the 
trust territory. 

There was an act of Congress, Public Law 204 of the Eightieth 
Congress, passed July 18, 1947, which endorsed the trusteeship agree- 
ment under which we took over 

The Government of the United States operated under this trustee- 
ship agreement at first by virtue of an Executive order, which placed 
the responsibility i in the inde of the Navy. 

A later Executive order transferred this jurisdiction to the Depart- 
ment of the Interior. The purpose of that change was to establish 
civilian authorities rather than military authorities in charge of the 
trust territory. 

Our committee in passing upon the bill last year was concerned 
with the lack of specific authority, so we wrote into the bill a special 
provision. 
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Senator Cordon and I were named as a subcommittee to draft that. 
That amendment was designed to grant specific authority for the 
purchase of some transportation facilities and other things. The 
exact language, of course, is available. 

You are familiar with what happened when the supplemental bill 
was under consideration. The House made a very sizable cut from 
the supplemental request of the Department for the trust territory. 

We in the committee approved the amount allowed by the House 
which was $463,000, as I recall, and then that was cut upon the floor 
of the Senate by an additional $200,000. 

Senator HaypEN. $300,000. 

Senator O’Manonry. Very good. 


AUTHORITY FOR CIVILIAN ADMINISTRATION 


Well, in the effort to secure basic legislation, Senator Cordon and | 
introduced a joint resolution, Senate Joint Resolution 149, which 
attempts to grant congressional authority for the civilian adminis- 
tration of this area under limitations which will answer the fears of 
those who criticized the appropriation by making it clear that the 
administrators of the trust territories will have no authority to institute 
programs or activities of their own votition, but will act only under 
the specific narrow range of the authority that Congress has granted. 

Senator HaypEN. What is the status of your joint resolution? 

Sénator O’Maunoney. I was just going to get to that. I was going 
to add that the State Department, by ‘letter to the Vice President. 
sent down a bill in the nature of an organic act which was suggestec 
for consideration by the committee. 

It is obviously impossible for the committee to consider that in 
time for any action by this Congress. 

Therefore, the Committee on Interior and Insular Affairs held 
hearing last week at which Senator Cordon and I interrogated Com 
missioner Thomas and Mr. Davis, and went into this matter. We 
reached the conclusion that the proper thing to do was to amend 
the resolution which we had introduced so that there would be a specific 
limitation and at the same time authority to make civilian expendi- 
tures. 

The draft of the amendment which we now propose has_ been 
submitted to Senator Thomas and to Mr. Silverman, counsel for 
the Division of the Territories, and seems to be acceptable. [ am 
going to read it into the record now, but I want to suggest that there 
are two possibilities of acting: First, by bringing this out of the Interior 
Committee as a legislative enactment, or, under suspension of the 
rules, providing for something in the bill. 

Senator HaypreNn. My recollection is that we had to suspend the 
rules to adopt the amendment that you gentlemen proposed last yea: 

Senator O’Manonrey. We did. 

Senator Haypen. You are faced with this situation. At the end 
of the proviso raising this subject in the House bill, it is stated: 

No part of any appropriation in this Act shall be used in the administration 
of the Trust Territory of the Pacific Islands for any purpose not authorized by law 

Now, that is the finding that the House has made. 

Senator O’Manonery. That is right. 
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Senator HaypeNn. There is no way of getting away from that other 
than to effect a law or get a court decision that there is law in existence 
now in the form of the authority that Congress, we assumed gave, 
when they approved the general arrangement for taking over those 
islands, and which is very vague. 

Senator Corpon. I cannot understand that that language has any 
validity whatsoever. 

Senator Haypren. I do not know. 

Senator Corpon. It is nothing but a reiteration of general law. 

Senator O’Manonry. But what we have here will provide the basic 
law. 

Senator Corpon. When we make an appropriation we indicate 
what it is for, and that becomes the authorization for the expenditure 
of that money, even though there are 597 prohibitions against the 
same thing in prior statutes. 

Senator O’Manoney. That is right. 

Senator Haypen. But you could not get around this House pro- 
hibition unless it were authorized by law. 

Senator Corpon. It is authorized by law here. 


SENATE JOINT RESOLUTION 149 


Senator O’Manonery. Senator Cordon is quite right in that state- 
ment, but we have to meet the condition as it is. 

Now, Senate Joint Resolution 149, introduced by Senator Cordon 
and myself on April 19, reads as follows: 


SENATE JOINT RESOLUTION 149 


To provide for a continuance of civil government for the Trust Territory of 
the Pacifie Islands. 

Whereas, pursuant to the authority of Public Law 204, Eightieth Congress, 
of July 18, 1947, the President approved the trusteeship agreement for the Trust 
Territory of the Pacific Islands between the United States and the United Nations, 
effective July 18, 1947; and 

Whereas responsibility for civil administration of the trust t »~ritory was vested 
in the Secretary of the Navy by Executive Order Numbere| 9875 of July 18, 
1947; and 

Whereas responsibility for such civil administration wes transferred to the 
Secretary of the Interior, effective July 1, 1951, by Executive Order Numbered 
10265 of June 29, 1951; and 

Whereas organic legislation for the trust territory is now pending before the 
Congress: It is hereby 

Resolved by the Senate and House of Representatives of the United States of America 
in Congress assembled, That until Congress shall further provide for the govern- 
ment of the Trust Territory of the Pacific Islands, all executive, legislative, and 
judicial authority necessary for the civil administration of the trust territory shall 
continue to be vested in such person or persons and shall be exercised in such 
manner and through such agency or agencies as the President of the United States 
may direct or authorize. 


PROPOSED AMENDMENT 


Now, we propose to add a section which reads as follows: 


Until Congress shall further provide by organic law or otherwise, there is 
hereby authorized to be appropriated out of funds in the Treasury of the United 
States not otherwise appropriated, such sums to supplement local revenues as 
may be required for the civil administration of the Trust Territory of the Pacific 
Islands of the United States to enable civilian authorities to continue to carry 
out the civilian activities which have heretofore been carried out by the Navy, 
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as well as those civilian activities for which the Congress has heretofore appro- 
priated, including funds to enable the United States to carry out its obligations 
under the terms of the trusteeship agreement to provide for the health and edu- 
cation of the inhabitants, to improve transportation and communications, to 
maintain law and order, to promote the economic self-sufficiency of the territory 
to maintain facilities, and to enable arrangements to be made and carried out in 
collaboration with the Department of Defense, the United States Labor Bureau, 
and the Atomic Energy Commission for the acquisition of interests in those 
lands required for governmental purposes in accordance with Public Law 204, 
Eightieth Congress. 

Provided, however, that no new activity requiring expenditures of Federa! 
funds shall be initiated without the specific prior approval of the Congress. 


Senator Haypren. Let me get this clearly in mind. 

You propose, in offering the legislative proposal attached to this 
bill, that the language include what was in your resolution plus this 
other section? 

Senator O’Manoney. That is right. 


FURTHER PROPOSED AMENDMENT 


Senator Corpon. This is the first time I have seen this added 
language. The Senator and I discussed it, but we did not have an 
opportunity to sit down and collaborate on it. 

I would suggest, Senator, that we go half way down the first page, 
and I would suggest that after the words “for which the Congress has 
heretofore appropriated,’ the language following that be omitted, 
unless there is some special reason for this reference to acquisition. 
If there is, then that should be included. 

The balance, I think, might well be eliminated because I think it 
becomes ambiguous when we say that among other things are in- 
cluded funds “to promote the economic self-sufficiency of the 
Territory.” 

Of course, that will be done in just the w ay that the mind of the 
individual who is to administer the program will want to make it. 

Senator O’Manonry. Of course, you are right about that. I was 
merely spelling out the obligations that are in the trusteeship 
agreement. 

Senator Corpon. My view was that we should not at this time 
attempt to grant the full authority that may ultimately be necessary 
to effectuate the long-term implementation of these general provisions 
of the trusteeship agreement. 

This is the interim period and we specifically want to limit it to an 
operational budget until such time as we lay down the balance. 


PROPOSED AMENDMENT AS AMENDED 


Senator O’Manoney. Then it would read: 

* * * to enable civilian authorities to continue to carry out the civilian 
activities which have heretofore been carried out by the Navy as well as those 
civilian activities for which the Congress has heretofore appropriated— — 

Senator Corpon. Now drop down to the fourth line from thie 
bottom. 

Senator O’Manonry. Wait a minute. At that point there would 
be a comma and then the following: 


including funds to enable— 
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and then strike out all of the rest until you come down to the words 
“arrangements to be made” 

Senator Corpon. If you do that, you will come down to where 
I told you. 

Senator O’Manoney (reading): 

* * * to enable arrangements to be made and carried out in collaboration 
with the Department of Defense, the United States Weather Bureau, and the 
Atomic Energy Commission, for the acquisition of interests in those lands required 
for governmental! purposes— 
and so forth. 

Senator Corpon. Now, aside from the question of what language 
we do not want to strike out, I am in entire agreement. 


RESTORATION OF HOUSE CUT 


Senator Haypen. Before we proceed further, may I state that the 
budget estimate for the administration of territories was in the 
amount $14,080,000, of which the House allowed $8,703,037, a reduc- 
tion of $5,376,963. 

It is requested that this amount be restored. 


BROAD AUTHORIZATION LANGUAGE REQUESTED 


Commissioner THomas. May I comment on this, Mr. Chairman? 

Senator HaypEN. Yes. 

Commissioner THomas. I think that provision is one that must be 
made very much broader. 1 do not mean that it should be a catch- 
all in any way, but we have the Post Office Department out there 
and we have the Coast Guard out there, all of those departments of 
Government which I mentioned to you the other day. 

Senator Corpon.. Would you not intend to buy land for them in 
the next fiscal year? 

Commissioner Tuomas. They are probably going to get land from us. 

Senator Corvon. This just refers to the acquisition of land. 

Commissioner THomas. But it is the governmental agencies that 
get the land from us. 

Senator O’Manoney. We might use the phrase ‘other governmental 
agencies that have an interest.” 

Commissioner THomas. I think that should not limit us. 

Senator Corpon. | see what you mean. 

Senator O’Manoney. My purpose now is merely to have this in 
the record. The language will be subject to further consideration by 
you, Senator Thomas, and by the Department and by ourselves. 

But I want to get it in the record so that the members of the 
committee will know what steps are being taken. 

Senator Corpon. Mr. Chairman, I do not want to appear to be 
critical of the administration out there, but I do not want to leave 
an open-ended authorization for the acquisitio: of land for agencies. 

Senator O’Manonry. That is why I changed it from gover amental 
agencies to specific agencies. I thought I had covered all of the 
agencies that actually needed to obtain land. 

Senator Corpon. It seems to me that this is sufficient until we 
spell the thing out. 
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Senator O’Mauonry. We are not providing general legislation here. 
We are providing specific legislation to enable you to carry on this 
activity because you could easily find yourself without funds. 

I think that the attitude of the committee and certainly the attitude 
of Senator Cordon and myself in working on this is to make possible 
for you to function, but not to expand without further authority of 
Congress. 

Senator HaypEN. Senator Thomas, do you care to comment on the 
amount of money that should be appropriated to carry on your 
activities? 

Commissioner THomas. Mr. Chairman, I have here a statement, 
which is a general statement about what the House has done. I have 
with me Director Davis and Mr. McConnell, who is Deputy High 
Commissioner and responsible for budgetary matters. 

This statement of mine will take about 20 minutes to read, or it can 
be inserted in the record. 

Senator Haypen. You may do it either way. You may insert it if 
you wish, and then high light it. 

Commissioner Tuomas. I think it ought to be read because it 
brings out the points that we are mostly interested in, Mr. Chairman. 


GENERAL STATEMENT 


Mr. Chairman, the situation confronting the trust territory is 
critical. The House has cut the Budget Bureau’s recommendations 
for the trust territory to $4,876,500, which is less than half of the 
original request and $576,000 less for grants than dollar expenditure 
for fiscal 1952. 

Also during this year, there has been consumed approximately 
$600,000 of supplies. which were transferred from the Department 
of the Navy on a nonreimbursable basis on July 1, 1951. Such 
supplies are practically exhausted now. 

Furthermore, the House has introduced into the bill language 
that, if allowed to remain, will work a grave injustice on the pe ople 
of the trust territory and indirectly might result in injury to the 
prestige of the United States. 

For several years until last July, the Navy expended over $7,000,000 
annually. in administering the area. This amount can be accounted 
for with reasonable accuracy. 

Substantial unknown amounts over and above that figure which 
cannot be segregated from general military expenditures were used 
and absorbed by the over-all organization which supported their 
administration. Disregarding the amount of those hidden expendi- 
tures, the very existence of this organization reduced appreciably the 
need for direct appropriations. 


ADMINISTRATION OF LARGE AREA 


Our problems are those of nature, distance, geography, weather, 
and diverse people. Even under the most favorable conditions, the 
territory would be complex and difficult to administer, and with the 
devastation of war as part of our legacy, the problems are enormous. 

Fifty-five thousand people live on ninety-seven islands and atolls 
spread across three million square miles of ocean. Adequate trans- 
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portation in such a situation is a vital necessity. We are providing, 
and must continue to provide, both air and surface transportation by 
contract with private American firms. 

During the war in the islands, Japanese generating plants, hospitals, 
schools, houses, stores, and industries were completely destroyed. 
Interim measures were, of course, taken immediately after the war to 
provide needed facilities. These included quonset huts, high-speed 
generators, temporary walk-in refrigerator plants, and floating fuel 
barges. 

Most all of these items have a useful life of 5 years—and seven have 
already passed without replacement. Moreover, they have been 
exposed to accelerated deterioration from salt spray, humidity, and 
typhoon. Repeated heavy losses come from the breakdown of 
refrigeration, and other facilities. Spare parts, tools, equipment, 
supplies of all kinds are critically short. 

Not only do these conditions create excessive maintenance costs, 
but they dissipate the time and efforts of our personnel. 


CONSTRUCTION OF PERMANENT FACILITIES NEEDED 


Even more serious—-we may have the problem of a slipping morale 
in our own organization and the loss of the people’s confidence. Be- 
cause of lack of funds for needed building and for the upkeep of the 
physical plant, the native people are wondering that Americans should 
be in such straits. 

They are already comparing the present administration, not with 
the previous naval administration, but with the former Japanese 


administration under which there were permanent structures and 
established cities. 

For our administration personnel, life in the islands is not easy. 
Their houses are worse than those of Federal civil servants anywhere 
in the world. And I have seen them all over, Mr. Chairman. 

They have an uphill struggle for the barest elements required to do : 
job. Moreover, if the electric plants, refrigerators, or water pumps 
cease to function our personnel must be removed. If the buildings 
leak and the floors fall, or if there are no boats or other equipment 
operating to do the work that must be done, or if medical facilities are 
not provided, our personnel will not stay nor will we be able to replace 
them. 

If we ean get the funds for permanent structures we can effect 
real savings. 

ADMINISTRATIVE ACTIVITIES 


| should like briefly to comment on our programs and the need we 
have for the funds for which we are requesting restitution. We are 
endeavoring to promote self-government, including taxation and 
sense of responsibility in the people for standing on their own feet. 

We are trying to restore economic activity and to develop new 
cash crops, business, trade, and other sources of income to aid the 
people and to increase local revenues. 

We are carrying out minimum public health programs and an educa- 
tional program designed to equip the people for life in their own 
communities, as well as to train them to fill positions in the adminis- 
tration 
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The more successful we are in these accomplishments the greater 
will be the savings in future Federal grants. 

These programs, however, require money; and I feel that unless we 
obtain restoration of the funds cut by the House committee, sui- 
stantial reductions in our programs will have to be made and we will 
again be forced to conduct our administration on a day-to-day basis. 

The costs of providing water and air transportation are necessarily 
high. If the amount allowed by the House were to stand, only 
$150,000 would remain to cover all other general administrative 
costs estimated to be approximately $1,688,000. More than half of 
this is needed to cover the estimated costs of replacement of personnel! 
which did not occur in fiscal 1952, but will occur in 1953. 

Most of our personnel are on 2-year contracts, Mr. Chairman. 

This must, of necessity, remain as an estimate inasmuch as we 
_ have not had the experience to indicate how many of our people will 
insist upon returning to the United States. As things are now and 
unless we are able by some means to improve living conditions, we 
must expect a large turn-over. 


AGRICULTURAL PROGRAMS 


In the field of internal affairs unless restoration of the amount 
requested is made we will be unable to carry on projected agricul- 
tural, fishery, or animal husbandry programs, which are badly needed 
to move the Territory toward self-sufficiency. 

Additionally, and of greater importance, we will be unable to expe- 
dite the return of territorial lands to the native population, as urged 
by the House committee, except by the present undesirable method 
of permitting use of land on a revocable permit basis. It should be 
noted that the amount recommended by the House for work in this 
field is approximately $60,000 less than the costs of the very restricted 
programs of 1952. 

PUBLIC HEALTH 


In the field of public health, forward steps had been planned to 
inaugurate a systematic program for the control of tuberculosis 
including finding early cases through X-ray examination of the popu- 
lation, isolation, and treatment of active contagious cases. 

We had also planned to inaugurate training programs for native 
nurses at a district level in place of the previous system of training 
at Guam which proved unsuccessful. 

We had intended to improve the food and diet at the various dis- 
trict hospitals to a modest level since, at present, they are far below 
a minimal level in some districts. We had planned to build up a 
reasonable inventory of medical supplies and equipment because those 
transferred by the Navy are virtually exhausted. Unless the amount 
requested is restored, few, if any, of these health activities will be 
possible. 

It should be noted that the amount recommended by the House is 
approximately $100,000 less than the amount expended during 1952 
if consumed Navy supplies are included. 

It should also be noted that at exactly the same level of operations 
in fiscal year 1953 the costs would be higher because of salary lapses 
in fiscal year 1952 and increased costs. 
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EDUCATIONAL PROGRAM 


The educational program planned for fiscal year 1953 was not ma- 
terially different from that which has gone on in fiscal year 1952. In 
fact, the additional funds requested for the coming year are entirely 
accounted for by lapses in fiscal year 1952 in salaries. If the cut is 
not restored, it will require drastic reduction in educational services, 
such as closing the Pacific Island Central School at Truk or the 
medical and dental training now being conducted at Suva in the Fiji 
Islands. 

Such reduction would mean a complete disruption ofan orderly and 
modest educational system with the result that no children in the 
Territory will receive an education beyond the equivalent of the 
seventh grade. 

Such a lapse in any year would be disrupting and, if continued for 
even a few years, would defeat all of the objectives which have been 
so clearly outlined in the trusteeship agreement and by the Congress 
that as soon as possible the people of the Territory should assume the 
responsibilities of government. 


MAINTENANCE OF PUBLIC WORKS PLANT 


During the: fiscal 1952, approximately $1,640,000 will have been 
spent for the maintenance of the public-works plant at a bare minimum 
level if supplies left by the United States Navy are included. Such 
supplies have been exhausted and new supplies of the same items will 
undoubtedly be higher priced. 

During the present year, failures of generators and refrigeration 
plants have resulted in heavy losses of food stuffs. Failures of water 
supplies have put all of our district centers on water hours at some 
time. 

That means in some places that they can use water only 2 hours out 
of every 24. 

In more than one case, the use of water has been restricted to 2 
hours a day for weeks. It is imperative, therefore, that the funds 
requested be made available or even more serious breakdowns in 
facilities must be expected. 

Furthermore, the longer such construction is delayed, the longer 
we must continue to pay excessive maintenance costs. 


HOUSE AMENDMENT REGARDING DISPOSITION OF REVENUE 


Language that has been introduced into this bill by the House 
proposes that all revenues collected by the government of the trust 
territory or any agency of that government, shall be treated as 
United States revenues and paid into the Treasury as miscellaneous 
receipts. 

This provision, if retained, will have several serious effects. The 
budget requirements for 1953 were, of course, drawn up upon the 
assumption that local revenues would be available for expenditure. 
Without them we may well be unable to fulfill our obligations under 
the trusteeship agreement. 

Senator Corpon. May I interrupt you there? I did not quite 
follow you. Is it your view that this provision in the House bill 
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would require any taxes that might be levied, if there were a levy 
of taxes in the area, to be paid into the Treasury? 

Commissioner Toomas. As I understand it, that is exactly what it 
Says. 

Senator Corpon. I think that what they had in mind were receipts 
from property that had been deemed to be communal property because 
we left it there during the war, and that type of thing. 

1 think that is all the language is intended to meet. 

Commissioner THomas. The amendment does something that I do 
not think ought to be done. 

Senator Corpvon. That means that perhaps the language ought to 
be changed and clarified, but I do not believe they intended to go 
bevond that. 

Mr. Sapy. Senator, the language included in the House bill states: 

Provided, further, That on and after July 1, 1952, all receipts from operation of 
the Trust Territory of the Pacific Islands, including receipts of all agencies or 
instrumentalities established or utilized by such Trust Territory, or by other 
agencies or instrumentalities of the United States in administering such Trus: 
Territory, shall be paid into the treasury as miscellaneous receipts. 

Senator Corpon. Well, the language is inadequately drawn. I do 
not believe that that is what was intended. 


RECEIPTS FOR SALE OF-SCRAP 


Senator HaypEn. What would happen with respect to any sum of 
money such as was mentioned on the floor of the Senate, some 
$300,000 expected to be derived from the sale of scrap? 

Commissioner THomas. That money would go into the trust 
territory goverynent and be used as it has been used in the past. 
That was our i lea. 

Senator Haypen. Was it the intention of the House that receipts 
from the sale of scrap should go into the Treasury? 

Commissioner THomas. As I read the language, I think that would 
have to go into the Treasury of the United States. 

Senator Corpon. Of course, if you are going to operate, as it may 
be necessary to operate, with the funds held locally, to the extent 
that the Trust Territory Division of the Interior Department. is 
going to have the use of local funds, it will be necessary that thes 
budget those local funds and present them to the committee just as 
they would any other receipts so that when you present your budget 
you will present a complete budget of everything that you are going 
to do, all of your activities, whether they are going to be paid from 
local funds, or appropriated funds. 

You will then set up your estimated receipts and you will get an 
appropriation for the total amount less your estimated rec eipts, and 
you will be limited there to an expenditure of the amount you estimate 
if you get that much, or more. 

Commissioner THomas. I think that has always been done. We 
have always reported the moneys that we have received by way of 
local receipts. 

Senator Corpon. Yes, but have you limited yourselves to spending 
the amount that vou have estimated? That is the question. 

Commissioner THomas. We surely have this year. I have onl) 
been there a year and we are keeping within the total funds available. 
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Senator Corpon. I was not referring, naturally, to you, Senator, 
because | know you have not been there hardly long enough to get 
vour feet wet. 

' Commissioner Tuomas. | worked under the Navy for 6 months, of 
course, and had fine relations with them and still have. 

There is another aspect to taking-local taxes and putting them into 
the Treasury of the United States. 

| could make this very strong, but I will go ahead and read just 
what I have written. 


SELF-GOVERNMENT PROGRAM AFFECTED 


Moreover, the retention of such a provision will take away the 
incentive of the territorial government and local communities to 
develop sources of revenue which would continuously and progres- 
sively reduce future Federal grants. 

That is, we are teaching these people the responsibilities of gov- 
ernment. They are taxing themselves and are helping to pay their 
school teachers, helping to pay for their hospitals, and so on. 

Senator Corpon. You need not make the argument to me. 

Commissioner THomas. And yet the Government says that we are 
to give that money to the Treasury. 

The operation of revolving fund credit and other activities’ estab- 
lished with local funds would be prevented and the status of certain 
funds already established for which the government of the trust 
territory acts as trustee would be jeopardized. 

Another provision of the bill proposed by the House would require 
that receipts and expenditures of the es territory and of the agencies 
or instrumentalities established by it, or by other agencies or instru- 
mentalities of the United States in Gitinestacine the trust territory 
shall be subject to all laws relating generally to the budgeting, receipt, 
custody, and application of public money. This raises a very serious 
practical problem. 

How, for instance, should we deal with proceeds such as the head 
taxes levied by municipalities? This revenue is locally administered 
and used to pay costs of local government including the salaries of 
elementary school teachers. 

Present accounting and fiscal procedures in the territory have been 
developed with the assistance and approval of the General Accounting 
Office, m order to guarantee the orderliness of financial procedures. 

The trust territory and its people are not a part or possession of the 
United States. The people do not owe allegiance to the UnitedStates. 

In law, our jurisdiction over them derives from the United Nations 
Charter, the trusteeship agreement with the United Nations, and 
Public Law 204. 

Article 6 of the trusteeship agreement contains two provisions that 
I would like to bring to your attention. I quote in part from the 
first paragraph of this article: 

The administering authority shall promote the development of the inhabitants 
of the trust territory toward self-government and to this end shall give the inhabi- 
tants of the trust territory a progressively increasing share in the administrative 
service (and) shall develop their participation in government. 
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Senator Corpon. In my opinion, they already have self-govern- 
ment. You do not have to develop self-government. They have i! 
there now. 

Commissioner THomas. When did they achieve self-government? 

Senator Corvon. They have had it for just about as long as they 
have been on the islands. 

Senator Haypen. The Japanese did it for them. 

Senator Corpon. Only in some cases where there was insufficien( 
interest. 

Commissioner THomas. How can we develop the political institu- 
tions of the territory or teach these people self-government if we re- 
move from the power of taxation and the right of expending their own 
taxes? How can we teach them any sort of government economy i/ 
we hand them a grant each year and tell them “Spend this in accord- 
ance with the laws of the United States”? Why, it will take a genera- 
tion or more to teach them the laws of the United States that apply 
to handling government funds. 

These people have their own forms of government that can be 
gradually developed and modified into truly democratic governments 
and they have some ideas of accounting for and controlling their ow) 
government funds. 

Senator Corpvon. Now, Mr. Chairman, that is the very reason why 
I am going to proceed w ith the greatest of caution. When the High 
Commissioner says that they have their own forms of government but 
that they can be gradually developed and modified, I am not so proud 
of the one we have to believe that it is the only type of self-governmen' 
that there is in this world. 

I don’t recall that they have had any world wars. They have been 
the victims of them. The civilization that we have is not quite 1 
snowflake on an angel’s wings by any means. 

Commissioner THomas. Yes. 

These can be developed and broadened on a sound, simple basis 
to become really effective, but in a hundred communities whose com- 
bined population is 55,000 it is unnecessary for good accounting pur- 
poses to require that they learn our complicated forms of fiscal contro! 

I quote further from paragraph (2) of the same article of the trustee- 
ship agreement— 

The administering authority shall promote the economic advancement anc! 


self-sufficiency of the inhabitants and to this end shall * * * protect th 
inhabitants against the loss of their lands and resources. 


COMMERCIAL DEVELOPMENT OF TRUST TERRITORY 


The Island Trading Co. was constituted to assist in promoting the 
economy of the trust territory and in the course of its operations it 
has been directly responsible for a large part of the indigenous com- 
mercial development that has come about. 

It has established from its operations certain reserve funds. It has 
devoted a substantial portion of these funds directly to furthering 
economic development. Outright grants from ITC funds totalling 
$350,000 have been devoted solely to developing local economy. 

Would it be right and proper and in accordance with our legal 
obligations if funds which come diree ‘tly from the native economy, we E 
directed into the Treasury of the United States? I am certain that if 
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we require local revenues to be deposited in the Treasury of the 
United States the people will lose all their incentive to better them- 
selves, economically or politically. 

I sincerely hope that the Congress will find itself in a position to 
remove from the bill the handicaps which I have mentioned. 

Senator Corpon. May | interrupt you there, Mr. Commissioner? 

Commissioner THomMas. Yes, sir. 

Senator Corpon. You appeared before the House committee, did 
you not? 

’ Commissioner THomas. No, sir. 

Senator Corpon. Was there testimony in the House hearings 
covering the sources of and the types of local revenues of the various 
islands of the trust territories? Was that information in front of 
them When they drafted this language? 

Mr. McConne.u. Yes, sir. 

Senator Corpon. Well, they must have intended covering all 
revenues into the Treasury or they would not have used this language. 

| thought perhaps they had in mind only the funds that might 
arise from the sale of scrap and other types of salvage from the 
World War period. 

Mr. McConne tu. Tax funds were also included. However, the 
head tax was not included in the local revenues. 


ESTIMATED TRUST TERRITORY LOCAL REVENUES 


Senator Corpon. On page 465 of the House hearings, there appears 
a table of estimated local revenue, and there is set out the following: 
Internal revenues to the extent of better than $60,000. 


Medical and dental revenues, better than $31,000. 

Court fines and fees, roughly $3,500. 

Care of leper patients on Guam, $7,000. 

Licenses, $3,000. 

Rental of land and property, $10,000. 

Copra processing tax, $144,000. 

Sale of copra from the Metalanim plantation, $20,000. 

That apparently indicates a publicly owned plantation. 

Miscellaneous, $8,000. 

Freight and passenger revenues, $334,000. 

Sale of scrap, $50,000. 

Certainly all of those items must have been intended because they 
are listed. We have to give very careful consideration to that lan- 
guage and to the situation that exists as the Commissioner bas out- 
lined. . 

Commissioner ‘T‘Homas. The passage of Senate Resolution 149 
would clarify the proviso in the bill that no part of any appropriation 
in the act shall be used in the administration of the trust territory 
for any purpose not authorized by law. 

Committee hearings have already been held on this proposed reso- 
lution. 

lf, however, Senate Resolution 149 is not passed by the Congress, 
further clarification of this proviso would be desirable to prevent the 
chaos which would result if it is interpreted to mean that no Federal 
funds could be spent in the administration of the trust territory. 
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Senator HaypENn. It seems to me that we would have to find a way 
to draw a distinction. 

Senator Corpon. I do not think we have to. 

This will be off the record. 

(Discussion off the record.) 

Senator Haypen. Well, gentlemen, it is 10 minutes of 1. Have 
you a further statement you would like to make? 

Mr. Davis. We are at the disposal of the Chairman, Mr. Chairman. 

Senator Haypen. I think we had better ask you to come back in 
the morning. 

Senator Corpon. Mr. Davis has other items in addition to the 
trust territory. 

Mr. Davis. All right, Mr. Chairman, we will return, then, in the 
morning. 

Senator Haypren. The committee will be in recess until 10 o’clock 
tomorrow morning. 

(Whereupon, at 12:50 p. m., Thursday, April 24, 1952, the sub- 
committee recessed, to reconvene at 10 a. m., Friday, April 25.) 





